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All-steel Service-Utility bodies specially designed for on-the-job work are available on six International models with GVW 
ratings of 4,200 to 6,500 pounds. Two body sizes 77 and 89 inches long for 115 and 127-inch wheelbase chassis respectively. 


NOW—new low prices on light, medium, and light-heavy duty models 


Compare performance. Compare the proved 
performance of Internationals, model for model, 
with any truck on the road. Prove to yourself 
that Internationals are today’s top truck buy. 


Compare value. Compare the extra value in 
Internationals, detail by detail, with any compa- 
rable model. Compare the low operating cost. 
Compare the low maintenance cost. Compare the 
long life. Compare the job specialization that’s 
possible with Internationals. You will find that 
Internationals are your best buy. 


Compare price. Every new International, with 
its unmatched performance and unmatched 


value, compares favorably in price with any other 
truck. Ask about new low prices. 


See your International Dealer or Branch today. 





America’s Most Complete Truck Line: 168 
basic models from 12-ton pickup to 90,000 
lbs. GVW off-highway models . . . 307 new 
features in the new R-line . . . 29 engines 
available with widest practical choice of 
gasoline, LPG, or diesel power ...296 wheel- 
bases .. . wide selection of body types and 
styles .. . thousands of variations for exact 
job specialization. 











INTERNATIONAL HARVESTER COMPANY + CHICAGO 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors...Motor Trucks... Industrial Power... Refrigerators and Freezers 


Better roads mean a better America 


INTERNATIONAL TRUCKS 





Standard of the Highway 
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REPRINTS OF ARTICLES 
(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 











Pusuic Utivities FoRTNIGHTLY. . 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for pomee ow OM and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenue; it is not the 
mouthpiece of any group or faction; 
it is not under the editorial supervi- 
sion of, nor does it bear the endorse- 
ment of, any organization or associa- 
tion. The editors do not assume re- 
sponsibility for the opinions expressed 
hy its contributors. 


$1.00 a Copy 
26 Issues a Year 
Annual Subscription Price 
United States and possessions $15.00 
Pan American countries .... $15.00 
Canada $16; all other countries $17.50 
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Low-Cost Kilowatts 
from the GIANTS at KANAWHA 


The most efficiently generated electric power in history is being put into American 
Gas and Electric Company’s network from the new Kanawha River plant. 


Kanawha River is the latest and most efficient addition to American Gas and Electric’s 
already highly efficient system, and this achievement is a continuing result of pains- 
taking attention to every detail of design and. construction—from the coal pile to the 
switchyard. It calls for cooperative engineering of the highest order. 


Helping to make Kanawha’s record possible are 


Cyclone Steam Separators 
two B&W Radiant Reheat Boilers, the largest 


































pressure-fired units in the world, incorporating 
many advanced engineering principles. 


Pressure-Firing 
The smooth operation of these units can be at- 
tributed, in a large part, to B&W pressure-firing. 
This also contributes to the high thermal effi- 
ciency. These boilers were started up and oper- 
ated without the use of standby induced-draft fans. 


These two new units are the eighth and ninth 
in the American Gas system which are pressure 
operated, the first having gone into service more 
than four years ago. There are now more than 
15 large coal-fired pressurized BEW boilers in 
operation. More than 70 additional pressure- 
fired units are under construction. 


These are but a few of the many ingredients that 
kilowatts. One of the most important requirements is experience, and B&W will be 
pleased to place at your disposal the benefit of its knowledge gained through actual 
long-time experience with modern central-station boilers. 


Positive natural circulation is assured by the 
B&W Cyclone Steam Separators at the drum de- 
sign pressure of 2400 psi. Turbine efficiency is 
maintained and turbine outages for blade clean- 
ing are reduced since the steam from the Cyclone 
Steam Separator and steam scrubber is of excep- 
tional purity. 


Divided Furnace Construction 


Building volume has been held to a minimum 
and slag build-ups on convection surface have 
been reduced by the use of B&W’s simple 
divided-furnace construction. The heating sur- 
face of the furnace division wall is used to the 
maximum since heat is absorbed on both sides. 


into the making of low-cost 
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| png month in Washington, counsel 
for a number of electric utilities 
were heard on the question of whether 
so-called “benefits” from accelerated tax 
amortization under the defense plant ex- 
pansion program should be diverted to 
the customers in the case of public utility 
plant ownership. The occasion was a 
recommendation by the Federal Power 
Commission’s staff for an accounting 
regulation which would show only actual 
income taxes paid by the certificate 
holders or reflect the normal amount 
which would have been paid with normal 
depreciation. 


THE electric companies’ lawyers con- 
tended that the effect of such a regula- 
tion would be a 5-year overstatement of 
revenues available for return, which 
would lead to demands for rate reduc- 
tions and eventually embarrass the utility 
with the necessity of rate increases after 
the 5-year accelerated depreciation pe- 
riod is ended. 


THE utility counsel further contended 
that the rapid tax amortization merely 
results in a deferral of taxes, rather than 
an actual tax reduction. Adoption of the 
‘PC staff proposal, thus would only 
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“siphon off money which Congress in- 
tended” the company to use for con- 
struction purposes. It was also suggested 
that the staff proposal was contrary to 
a policy of co-operation between the 
PC and state utility commissions in 
rate regulation. 


te discussion brings to a head a 
question which the FPC and a num- 
ber of the state commissions will have 
to decide if utility companies are going to 
exercise their option to take fast tax 
depreciation allowed by these defense 
plant certificates. Some companies have 
even suggested that they might forget 
about the certificates inasmuch as they 
would get no benefit—even a temporary 
one in the form of tax deferral—if the 
so-called tax savings during the 5-year 
period had to be passed along as rate 
reductions. On the contrary, such rate 
reductions, if made, would actually prove 
a burden to the utilities in the form of 
a probable requirement of rate increases 
after the fast tax depreciation period 
comes to an end and the much higher tax 
payments (without benefit of any deduc- 
tions for depreciation) must be resumed, 
assuming no tax reduction. 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 


of the complex field of utility financing and 








investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 





IRVING TRUST COMPANY 


ONE WALL STREET . NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,200,000,000 


Wituiam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cumtps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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PRoBABLY the key to the entire situa- 
tion is the intent of Congress. Did Con- 
gress intend to establish one rule for all 
other (nonutility) tax certificate holders 
in which the owners of the property 
would get the temporary tax benefits? 
This would mean that Congress also in- 
tended to establish an entirely different 
and special rule for regulated public utili- 
ties, under which any benefits, even tem- 
porary and in the form of a postpone- 
ment of taxes rather than saving, would 
have to be diverted to the utility cus- 
tomer through the rate structure. The 
whole situation is complicated by the fact 
that the proposal before the FPC is an 
accounting regulation which would not 
necessarily be binding on the rate- 
making procedure, even if adopted. 


Tue leading article in this issue comes 
from our financial editor, OWEN ELy. 
It is an analysis of the factors involved 
in the problem of making proper pro- 
vision for accelerated tax amortization 
in the case of defense plant program ex- 
pansion by utilities. 


* * * x 


HE article entitled “Roadblocks to 

Sound Utility Regulation,” which 
begins on page 757, is another effort to 
analyze the policies of the Eisenhower 
administration as they affect the public 
utility business. Do we actually have 
roadblocks to sound utility regulation, as 
the title of this article implies ? JACKSON 
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MARTINDELL, president of the American 
Institute of Management, is the author 
of this article (which is based, in sub- 
stance, on a recent address before the 
public utility section of the Pennsylvania 
Bar Association at Spring Lake, New 
Jersey). He thinks that such roadblocks 
do exist and that they can be removed. 


Mr. MARTINDELL started his career 
on the editorial staff of the Magazine of 
Wall Street and subsequently became 
chief statistician of Stone & Webster. 
He was one of the founders of Fiduciary 
Counsel, Inc., and from 1931 to 1948 
served as president of this organization. 


nk * * * 


HE article on installing major elec- 

tric equipment, which begins on 
page 765, is the product of A. Bryan 
MARVIN, who works with the press re- 
lations and public information division 
of Consolidated Edison Company of 
New York. Educated at St. Marks and 
Yale University, Mr. Marvin found his 
way into the utility industry after two 
years’ service as a newspaper reporter 
with the Stamford (Connecticut) Advo- 
cate. 


THE next number of this magazine 
will be out December 3rd. 
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RIGHT In 
FRONT OF YOU 
— PRINTED 
ON THE TAPE 








Sight check the tape for instant proof-positive. The Remington 
Rand Printing Calculator figures, prints and proves at one 
time. You needn’t copy and re-run figurework for proof of 
accuracy...it’s always right in front of you. 

Really two machines in one, the Remington Rand Printing 
Calculator multiplies, divides, adds and subtracts with ex- 
clusive touch method speed on the 10-key keyboard. 

Try the Printing Calculator on your work. See for yourself. 
Mail the coupon or call us today. 


6 ROOM 1432, 315 FOURTH 
> Memingtor. Mk cara we. wen vorr 10, ¥. 7 
| Gentlemen: Please show me how the Remington Rand 


Printing Calculator proves as it prints as it figures. Send 
| me a free copy of your latest descriptive booklet (AC639). 


| Name Pesition 














| 
| 
| 
| 
— wl 
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Coming IN THE NEXT ISSUE 


* 


THE IMPACT OF CHANGING PRICE LEVELS ON RATE MAKING 


So far, utility companies have been able to finance economic purchasing 
deficits in their provision for replacement of worn-out equipment by raising 
of new capital. But does the Uniform System of Accounts, disregarding the 
shrinkage in dollar value, serve to hide the extent to which new capital is 
being used for replacements rather than expansion? What is going to 
happen, however, when the day of reckoning comes, when the ability of 
utility companies to attract new capital falls under the cloud of shaky 
investor confidence? What then will happen to our facilities for producing 
electric power, our gas reserves, our celens system? Will they continue 
to grow as the demand requires? What will happen to utility rates? These 
are serious questions discussed in a very comprehensive appraisal of recent 
trends in rate making, in the light of changed price levels, by Arthur H. 
Dean of the law firm of Sullivan & Cromwell. 


| AM A UTILITY BUS DRIVER 


Henry F. Unger, professional writer now resident in Phoenix, Arizona, gives 
us another one of his timely and interesting interviews with a typical em- 
ployee at the operating level of utility service. How does the utility bus 
driver feel about his job? What are its good points and bad points? What 
does he look forward to? What does he look back on? Those who have 
read Mr. Unger's previous sketches along this line will not want to miss his 
down-to-earth chat with the bus driver. 


COLLEGE BOYS ARE HIRED ALL YEAR ROUND 


Just now, there is a mad pregraduation rush for the young engineers and 
technicians. But there is also an over-the-counter supply. Future ‘brass’ 
should be recruited every month in the year—particularly by utility com- 
panies. James H. Collins, professional writer of Hollywood, California, gives 
reasons in this article for management to ponder whether a limited applica- 
tion of the old legend of ‘acres of diamonds'’ might not be worth con- 
sidering with respect to the year-round recruitment contacts with local 
undergraduate classes. The small utility company is at no disadvantage in 
arranging local student contacts, such as plant visits, luncheons, and chats 
with management and personnel people. There is also an idea for the re- 
cruitment of front office and junior executive material. 


* 


A lso . « « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


executives, financial experts, employees, investors, and others. 
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can be costly 





*R & S Bill Frequency Analyzer (exclusive with us) 
can easily analyze 200,000 bills a day auvtomati- 
cally. We can also handle analyses for you if you 


use a punched cord billing system. 


Failure to get quick, accurate analyses of 
your billing is often as expensive to you as 
interruption of service to your customers. 
Knowing what you are selling currently 
and where, allows you to put-syour finger 
on changing conditions and meet them 
promptly. 


The prevention of analysis paralysis is 
simple —turn this work over to R & S, whose 
specially designed equipment* and trained 
staff can do your bill analyses in half the 
time it would take you to do it in your own 
organization and at half your cost. 


So, you gain both ways by using R & S— 
better revenue because of faster, more ac- 
curate bill analyses and a big saving in cost 
of processing. You'll never know how valu- 
able this R & S service can be to you until 
you try it—a letter or ‘phone call will bring 
you some eye-opening figures—do it today! 


RECORDING & STATISTICAL CORPORATION 
“Bring your figures up to date—bring them to R & S$” 
100 Sixth Avenue * New York 13, N.Y. 
WOrth 6-2700 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Chel CEaekhe 


“There never was in the world two opinions alike.” 
—MONTAIGNE 


Joun S. Cooper 
U. S. Senator from Kentucky. 


NorMAN E. Isaacs 


Managing editor, Louisville Times. 


CALVIN JOHNSON 
Executive vice president, 
Remington Rand. 


Henry B. pu Pont 
Vice president, E. I. du Pont de 
Nemours & Company, Inc. 


W. RANDOLPH BurcEss 
Deputy to Secretary of the 
Treasury. 


Douctas McKay 
Secretary of Interior. 


GeorceE M. HUMPHREY 
Secretary of the Treasury. 


RALPH J. CoRDINER 
President, General Electric 
Company. 


SINCLAIR WEEKS 
Secretary of Commerce. 
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“No person in the [Federal] administration has talked 
about selling the TVA.” 


* 


“Good ethics is good business. And good ethics is the 
keystone of freedom of the press.” 


* 


“If you destroy the free enterprise system of our na- 
tion you destroy the one hope of humanity for a free 
world.” 


> 


“Technology is a dynamic, moving force, opening up 
huge new reservoirs of national wealth that previously 
did not exist at all.” 


5 


“A transition in public thinking [is needed]—away from 
reliance upon big government and back to greater self- 
reliance and freer enterprise.” 


* 


“We still have in the Federal government bureaucrats 
who cling to the idea that a constantly bigger Federal 
government surpasses in every respect a union of states.” 


> 


“It will take even more leadership and enlightened ac- 
tion to make sure that free enterprise makes the adjust- 
ments which are bound to occur in a free economy from 
time to time without letting them snowball into more than 
being individual adjustments.” 


* 


“Perhaps, as to atomic power, we stand today some- 
where near where we stood fifty years ago in relation 
to the steam turbine. It is our view that the government 
and private industry should co-operate in the building of 
the first atomic power plants.” 


> 


“No group has been more unwisely and unfairly treated 
than the service industries. Yet the railroads, the power 
and light, the gas industries, and those furnishing commu- 
nications employ millions of workers, dependent for liveli- 
hood on the success of these industries, which are vital to 
all other industry and to the general consuming public,” 
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If the service we render borders at times on the 
spectacular it is because we are better equipped in 
—— all phases of our work to do the unusual things 

demanded of us. And if your present financial printing 
arrangements do not give assurance of that kind of service 
it would be a wise course to try 


L i N C 0 L NG financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 
? CHICAGO (5): 732 Sherman Street * WAbash 


meri ; 
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Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 
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UTILITIES 


Our service to the Utilities, public and 
private, is predicated upon sound engi- 
neering fortified by thirty years of prac- 
tical experience in system planning, 
design and supervision of construction 
of steam power plants, transmission 
lines, distribution systems and substa- 
tions; in inspection and expediting, ap- 
praisals, depreciation studies, cost 
analyses, rates, contracts, property rec- 
ords, and reports. Also in offering testi- 
mony before various commissions, and 
in general consulting. 


















Peter F. Loftus Corporation 


Established 1923 


ENGINEERING CONSULTANTS 
UILDING * PITTSBURGH 22, PENNSYLVANIA 
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HAUGHTON BELL 
Vice president and general counsel, 
Mutual Life Insurance Company of 
New York. 


Bb. BREWSTER JENNINGS 
President, Socony-Vacuum Oil 
Company, Inc. 


Tuomas E. Dewey 
Governor of New York. 


J. Gorvon BENNETT 
President, National Assoctation of 
State Auditors, Comptrollers, 
and Treasurers. 


Frep G. AANDAHL 
Assistant Secretary of Interior. 


Epwarpb MARTIN 
U. S. Senator from Pennsylvania. 


WALTER WILLIAMS 
Under Secretary of Commerce. 


Leroy A. LINCOLN 
Chairman of the board, 
Metropolitan Life Insurance 
Company. 
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“Regulation is not intended, under the American system 
of free enterprise, to substitute its judgment for that of 
management but to step in only when this is necessary 
to protect and safeguard a public interest.” 


“Nowhere in the world has a government ever made 
a success of the oil business. That is no accident. Civil 
servants do not thrive on the unorthodox risks that are 
the lifeblood of the successful oil industry.” 


- 


“The cost of New York city government eight years 
ago was $90 annually per person. Today, it is $760 a year 
for an average family of four. The average breadwinner 
now works one week in each month to support his city 
government.” 


> 


“Today, the line of demarcation between Federal func- 
tions and state-local functions has moved so far to the 
detriment of the states, and Federal encroachment has 
been so severe, that the states have been referred to by 
some in Washington as ‘local governments.’ ” 


* 


“Interior does not intend to build steam plants any- 
where. The clear-cut statements in the new power policy 
go a long way in assuring local people that under the 
present administration the Federal government is not 
going to attempt to create a Federal power monopoly.” 


* 


“The dignity and freedom of the individual is up to 
each one of us. I might add that Washington cannot legis- 
late honesty, loyalty, morality, dignity, spirit, or devotion. 
These can come only from the people themselves. They 
alone can display the initiative, the enterprise, and the 
courage which will keep us free and strong.” 


“In a free economy where there are bound to be varia- 
tions in the business curve, upward or downward, it is only 
natural that businessmen should be sensitive. Someone 
has said that America has become so graph-conscious, so 
curve-conscious, so statistic-conscious, so cycle-conscious, 
that we tend as a nation to exaggerate even slight changes 
in the economic picture.” 


> 


“We may not all agree, politically or otherwise, with 
some of the thinking and with some of the actions taken 
by our government ten years ago or now, but more and 
more of our people seem to disavow government by di- 
rective, confiscation, interference with business, and other 
practices which some believed were leading down the long, 
one-way road to Socialism or Communism.” 
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This is not an offer to sell these securities. They are suoject to the registration and prospectus 
requirements of the Federal Securities Act. Information about the issuer, the securities, 
and the circumstances of the offering is contained in the prospectus which must be 
given to the buyer and may be obtained in any State from such of the 
several Underwriters, including the undersigned, as are registered dealers 
in securities in such State. 

NEW ISSUE October 30, 1953 


225,000 Shares 
American Water Works Company, Inc. 


Cumulative Preferred Stock, 6% Series 
(Par Value $25 per Share) 


The Company: American Water Works Company, Inc., owns and controls 63 water- 
works companies with facilities in 19 states serving territories with an aggregate population 
in excess of 3,000,000, These companies comprise the largest group of privately owned 
waterworks systems in the United States. 


Financing: The net proceeds from the sale of this issue of Preferred Stock (together with 
the net proceeds from the sale of $20,000,000 Sinking Fund Collateral Trust 5% Bonds, 
due 1978, which institutional investors have agreed to purchase) will be used in part to 
refund the Company’s outstanding Bonds, due 1957, in part to redeem all outstanding 
preferred stocks of its intermediate holding companies and in part to provide funds for 
the purpose of making additional investments in subsidiaries. The sale of this issue of 
Preferred Stock is contingent on the Company receiving the proceeds from the sale of the 
new Bonds. 


Sinking Fund: This Preferred Stock will be entitled to a sinking fund sufficient to re- 
tire 7,500 shares (314% of this issue) annually commencing in 1964. 


Listing: Application will be made to list this issue of Preferred Stock on the New York 
Stock Exchange, 





Price $25 per Share 


Plus accrued dividend from date of issuance 





W. C. Langley & Co. The First Boston Corporation 











Phense com ane @ Copy CE NAMB. ccccccccccccecccccccccccccesccoseccseocecsece 
the prospectus relating to the 
ees: SR I, in. n.d cctccenksecicccaccscnsssievcssenioseionss 
6% Series of American Water 
Works Company, Inc. ne ea 
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Installation of 120-EME-17 Exide-Manchex batteries | 
mounted on two-level rack at the Duke Power 





Outdoor circuit breaker installation at Dan River plant. 


The Duke Power Company built a new 
largesteam-electric generating plant near 
Leaksville, NorthCarolina, the Dan River 
plant. This plant uses Exide-Manchex 
batteries. They assure: 


POSITIVE OPERATION: Dependable per- 
formance at ample voltage for opera- 
tion of switchgear. 


INSTANTANEOUS POWER: High rates 
for switchgear operation with adequate 
reserve power for all other control cir- 
cuits and for emergency lighting. 


LOW OPERATING COST: Extremely low 
internal resistance. 
LOW MAINTENANCE COSTS: Water 
required about twice a year. No change of 
chemical solution during life of battery. 
LOW DEPRECIATION: Sturdy, long-life 
construction. 
GREATER CAPACITY in a given amount 
of space avoids overcrowding. 

_ & * 


Various sizes and types of Exide Batteries 
are available in plastic containers. 


Exide-Manchex is your best battery buy for all control and substation services. 
1888... DEPENDABLE BATTERIES FOR 65 YEARS...1953 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 ¢ Exide Batteries of Canada, Limited, Toronto 
“EXIDE” and “MANCHEX” Reg. T.M. U.S. Pat. Of. 
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DELTA-STAR Builde a Complete line 


OF RUGGED, DEPENDABLE, GROUP-OPERATED 


OUTDOOR SWITCHES 


TO MEET EVERY REQUIREMENT 


VERTICAL BREAK 
HORIZONTAL CENTER BREAK 
HORIZONTAL SIDE BREAK 


Within the complete line of sturdy, 
reliable Delta-Star Outdoor Switches 
there is a design which will meet 

your requirements exactly and give 
years of trouble-free service. 
Delta-Star has long been known for 
its constant research and engineering 
development of high voltage switching 
equipment and the present line has 
won wide-spread acceptance and 
approval. High pressure contacts have heavy 
silver inlays and each design provides a high 
conductivity current path with a minimum 
of current interchange surfaces. Operating 
mechanisms are simple, strong and easy to install. 












Economy and service are inherent in every Delta-Star Outdoor Toso m-40 
Switch from 7.5 through 330 KV. and use has proved again that true 23 mess amp. 
value is determined not by the initial investment but by the service Vertical Break 

Air Switch 


rendered over the years. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 


H. K. PORTER COMPANY, INC. 











OF PITTSBURGH “ 

2437 FULTON STREET, CHICAGO 12, ILLINOIS < 

DISTRICT OFFICES IN PRINCIPAL CITIES oft com 
Prerseu® 
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It's the talk of the trade! 


Simple, efficient, one-unit water-heater control provides close, even temperature 


regulation . . . cuts installation and service costs 


H ERE’S the modern, com- 
pact gas control for water 
heaters that’s solving automat. 
ic control problems for a 
steadily increasing number of 
manufacturers. And small 
wonder — the Model 50 Gasa- 
pack and your burner can be 
installed or removed for ser- 
vice as a single unit. All parts 














are easily accessible for quick 
servicing or replacement. Not 
only that, this dependable con- 
trol gives you the safe, simple 
operation and uniform water 
temperatures that add _ real 
sales features to your heaters. 
Get all the facts about this 
trouble-free control. Write to- 
day for Bulletin G210. 








Strap-on thermo bulb 
eliminates need for spud 
projecting into the tank. 
There’s no possibility of 
water entering the gas 
line or of gas mixing 
with the water. 





Model 50 Gasapack can 
be mounted integrally 
with the burner. Thus, 
for servicing or install- 
ing, the complete as- 
sembly can be installed 
or removed as a unit. 


» 


Only the Model 50 Gasapack gives you all these features 


For Export: 13 E. 40th St., New York 16, N. Y., U.S.A. 2 In Canada: A-P Controls Corp., Ltd., Cooksville, Ontario 


@ COMPACT BODY SIZES ... only 3% x 54% x 34. 
Permits neat, compact heater design and installa- 
tion. 

PRECISION MADE of non-corrosive material. Posi- 
tive seal valve seats, impervious to all gases. 


@ LARGE BUILT-IN PILOT FILTER reduces pilot outages 


from impurities in gas. Capacity 3 cu. ft. of air 
per hour at 70° F. 

SIMPLE WATER TEMPERATURE CONTROL LEVER — 
easy to set for warm, normal or hot operation. 
CONTACT TYPE THERMO-BULB clamped to outside of 
water tank maintains precise temperature control 


with complete safety in operation. 
THREE-POSITION CONTROL KNOB regulates main 
and pilot valves. 

100% SHUT-OFF SAFETY PILOT mechanism closes 
valve if flame is extinguished. 

PILOT MOUNTINGS and pilot burners can be adapt- 
ed to any water heater or burner design. 

PILOT AND MAIN ORIFICES instantly removable 
from front of control. Fast, easy changeover for 
any type of gas. No need to remove or dismantle 
control to suit varying gas requirements, 


A-P CONTROLS CORPORATION 


2470 N. 32nd St., Milwaukee 45, Wisconsin 








Gavapert for 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


aaa “sane fip 
Conivot Conrad 















* 
; 
5 








Mountain States Telephone & Telegraph Co. 


SAVES TIME—CUTS COST 


WITH 








ASTER MANEUVERING 
nsier, faster turning in streets and tight 
teas because of 10914 inch wheelbase of 
bis Model 3020 line construction work. 





XTRA CREW SPACE 

fhree-man crew compartment with over- 
ll length shorter than conventional line 
tucks. 60 inch CA dimension, shorter 
vheelbase make it possible. 





an 














hite 3000 


TAILORED right to the job, the White 3000 has functional 
advantages that cannot be matched ... that mean time sav- 
ings and cost reductions first day in service. 

In specialized line construction service, its exclusive 
design pays off for Mountain States Telephone & Telegraph 
Co., which has been operating Whites for 40 years. 

Faster maneuvering, driving ease, safety and visibility 
all are definite advantages. And the power-lift cab saves 
inspection and maintenance time. 

In every way, you'll find the White 3000 is today’s way 
to efficient, economical truck transportation. 

See your White Representative for facts. 


THE WHITE MOTOR COMPANY 


Cleveland 1, Ohio 


FOR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 
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NOW AVAILABLE! = PROCEEDINGS 
1952 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 





The Railroad Passenger Deficit Problem—Current Trends in Local Transit Regulation 
—Accounting Treatment of Rapid Tax Amortization Facilities—The Power Preference 
Clauses in Federal Statutes—Can the Regulatory Process be Accelerated?—The Place 
and Functions of the Regulatory Commission—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 

Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 

Telephone Separations Manual with 1952 Addendum .............cscecceeecvees $2.00 
Message Toll Telephone Rates and Disparities: 

This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 

a two year study by the Subcommittee with the cooperative efforts of other able people 

who served as associates and contributors in the preparation of the volume. The report 

is in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 

presenting for the first time comprehensive factual data with respect to message toll 

telephone service, rates, costs and disparities in rates. This report covers the subject 

from both the interstate and intrastate approach ..................00ccee eee eeeees $6.50 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 








i co eae aece seks malin bee nioteen ens keuecve oe $4.50 
1946) Methods of Pricing Retirements from Group Property Accounts ............... 1.25 
1948) Letter Symbols for Mathematics of Depreciation ..................20c0 0c ceeee 1.00 
1948) Half Cycle Methods of Estimating Service Life ................ 00. cccceceeeee 1.00 
1950) Remaining Life Basis of Accounting for Depreciation ....................0000- 50 
Interpretations of Uniform System of Accounts for Electric Utilities— 
ED Se Gr WO COU OD WOME cnicccccccccccssesetosssoscsosecscoes 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities— 
 b& 2 4 5 2 RRR errr Terre 1.50 
Interpretations of Uniform System of Accounts for Water Utilities 
ED OP Oe GC OY WUD obs ccen cs nadacccsccdasseessissesensscnsese 1.50 
(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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When you shop in this 
showcase of talent... 


.. you can “shop” under one roof for all 
thespecialized help you need without add- 
ing permanently to your payroll. EBASCO 
engineers, constructors and business con- 
sultants can help you solve your business 
problems efficiently and economically. 


Over the past half century, EBASCO spe- 
cialists have accumulated world-wide 
experience that will prove immediately 
effective when applied to your own prob- 
lems. Here are a few industries that have 
“shopped” for help at EBASCO: Pulp 
and Paper; Chemical; Food Processing; 

Glass; Manufacturing; Rubber and Tex- 


Poel COwer,, 


EBASto Ramen 


a gg gy 





tile; Electric & Gas Utilities. For these 
and many other industries EBASCO has 
designed and built new plants and ex- 
ecuted expansion plans, helped develop 
industrial relations programs, financing 
plans, and sales and public relations pro- 
cedures. 


EBASCO is organized to do part or all of 
a job for either large companies or small. 
To see exactly how EBASCO can serve 
you best, write for your copy of “The 
Inside Story of Outside Help’’. Write to: 
Ebasco Services Incorporated, Dept. W.., 
Two Rector Street, New York 6, N. Y. 


EBASCO SERVICES 
New York - Chicago - Washington, D.C. 
+ Dustness Studies - Consulting Engineering - Design & Construction - 


Finanotet 


aA. Td, yy lesurance & Pensions - Office Modernization 


"eee, am” Pwrchesing - Rates & Pricing - 


+ Sates & Marketing - Systems & Methods - Taxes - Icallls 
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Dig ‘em and fill ‘em 
with CLEVELANDS 








The Cleveland “Baby Digger” Model 95 is making short work 
of cutting trench for a gas main extension under good digging 
conditions in Minneapolis. Even greater savings were effected 
by the 95 during severe winter digging conditions. 


« 


a 


Here, a Cleveland Model 80 is speedily and cleanly back- 
filling the trench shown in the top picture. The 80 is also 
an excellent pipe layer. When job conditions require back- 
fill compaction, the 80 does an outstanding job with no 
additional men or equipment necessary. 






Lal BO cet the full story on CLEVELANDS from your local distributor 
in’ ‘ 


Nacuyl” THE CLEVELAND TRENCHER CO. 


WMEZY “ he M 





mreer of the rn Trencher 


20100 ST. CLAIR AVENUE CLEVELAND 17, OHIO 
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: 19 T* I New Jersey Utilities Asso. begins annual meeting, Atlantic City, N. J., 1953. 
{ Pacific Coast Electrical Association begins conference, Honolulu, Hawati, 1953. 
q 6 gag feteptens Association ends 2-day annual convention, Oklahoma City, 
20 | F Okla., 1953. © 
21 S? | Southeastern Electric Exchange ends 3-day general sales conference, Atlanta, Ga., 1953. 
S { American Water Works Association, Cuban Section, will hold annual meeting, Havana, 
22 Cuba, Dec. 3-5, 1953. 








Public Utilities Advertising Association, Region 8, begins meeting, Amarillo, Tex., 
1953. 
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pare Joint Computer Conference-Exhibition will be held, Washington, D. C., Dec. 
8-10, 1953. 


i) 
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Edison Electric Institute, Financing and Investor Relations Committee, will hold meet- 
ing, New York, N. Y., Dec. 9, 1953. 


< 
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| New England Gas Association will hold appliance servicing conference, Boston, Mass., 
Dec. 9, 1953. 











| Public Utilities wig Association, Region 2, will hold annual meeting, Skytop 
Club, Pa., Dec. 10, 11, 1953 
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23 | S? { Edison Electric Institute-American Gas Association will hold accounting em- g 
| ployer relations meeting, Cleveland, Ohio, Dec. 14, 1953 
| | S { American Society of Mechanical Engineers begins annual meeting, New York, N. Y., 
29 1953. 
| 
— , pram 
| | § Edison Electric Institute-American Gas Association, General Accounting Committees, 
| 30 M begin meeting, New Orleans, La., 
i 
z DECEMBER z 
1 
| 
1 | T* | 4 University of Oklahoma Corrosion Conference begins, Boston, Mass., 1953. 
| 
| © Southern Gas Association ends 3-day advisory council and management conference, 
2 | W Point Clear, Ala., 1953. 
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Southern California Substation 


This attractive building on El Cajon boulevard serves residential customers 
of San Diego Gas & Electric Company in the eastern portion of the city. 
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SHOULD THE CONSUMER GET FULL 


Benefit of the “Fast Tax” 
Certificate? 


Still pending before the Federal Power Commission is a staff 
proposal to give the benefits of accelerated tax amortization 
(for defense plant expansion) by utilities to their consumers. 
If this rule were to prevail, there is a serious question whether 
some certificate owners would even bother to exercise their 
option because of the greater risk to investors involved. 


By OWEN ELY* 


of financing the cost of huge new 

plants required for the defense 
program, Congress inserted a special 
section (124A) in the Internal Rev- 
enue Code of 1950. Under this sec- 
tion the Defense Production Admin- 
istration can grant a certificate of 
necessity to any applicant corporation, 


I order to ease the corporate burden 





* Financial editor, Pusiic Urticities Fort- 
NIGHTLY. For additicnal personal note, see 
“Pages with the Editors.” 


attesting to the defense feature of a 
construction project, and the corpora- 
tion is then permitted to amortize its 
cost over a 5-year period instead of 
over the much longer period of years 
as permitted in the normal Treasury 
Department regulation, or in the cus- 
tomary accounting procedure of the 
industry. 

Up to a few weeks ago, some $21 
billion had been approved for such 
amortization based on 11,000 certifi- 
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cates for facilities. The electric utility 
companies have had under way a huge 
program for the construction of new 
generating units and plants, both to 
take care of normal growth and to 
serve industrial plants working on the 
defense program. Over 592 electric 
power and light projects have obtained 
amortization certificates, for a total 
cost of over $3.6 billion, of which 
nearly $1.7 billion has been certified 
for amortization (about 47 per cent). 


oi utilities are continuing to 
charge depreciation on their own 
books at the customary rates, in order 
to avoid sharp reduction of the rate 
base on which allowable earnings un- 
der state regulation are based. How- 
ever, Federal income taxes will be re- 
duced by 52 per cent (except when 
excess profits taxes are paid) of the 
amount by which the 5-year amortiza- 
tion accural exceeds normal deprecia- 
tion accruals in reports to the Treasury 
Department. The decrease in taxes 
will represent a cash “saving” or de- 
ferral, which over a period of years 
may amount to a substantial sum. For 
example, Southwestern Public Serv- 
ice’s postwar construction program is 
costing about $55,000,000, of which 
$29,000,000 has been certified by DPA 
for accelerated amortization. On this 
basis, the company expects to defer an 
aggregate amount of $12,000,000 in 
income tax payments for the period 
ending 1960, which amount can be em- 
ployed in the construction program. 

It is important to note that there is 
no real tax saving—only a tax de- 
ferral. In other words, the advantages 
gained over the 5-year amortization 
period will be lost in later years—al- 
though the loss will be spread over a 
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considerably longer period, probably 
about twenty-five years. The reason 
for this result is that after five years 
the utilities will no longer be able to 
accrue any depreciation on the defense 
plant in their Treasury reports, tax- 
able income will increase correspond- 
ingly, and income taxes would be high- 
er, until such time as the defense plant 
is replaced by new depreciable prop- 
erty. 

Of course this assumes that Federal 
income tax rates will remain un- 
changed. If tax rates are lower after 
five years than they are at present (and 
the chances seem quite favorable that 
they will be), there will be some net 
gain for the utility companies. On the 
other hand, if we should become in- 
volved in World War III and tax rates 
should be higher than at present, then 


the utilities would suffer a net loss of 


income, for the combined periods. Of 
course, it is expected that EPT will 
expire December 31, 1953, and there 
is some possibility that the corporate 
income tax rate will be allowed to drop 
from 52 per cent to 47 per cent in 
April, 1954. However, since the amor- 
tization program is only gaining mo- 
mentum slowly, and since the full 
effects will not be felt until next year 
or 1955, any over-all savings over a 
period of say thirty years, would not 
reflect these tax changes, except in 
part. 


” the twelve months ended April 30, 
1953, Federal income tax defer- 
ment arising from amortization of 
emergency facilities by class A and 
B privately owned electric utilities 
amounted to $4,851,000, compared 
with only $757,000 in the correspond- 
ing previous period. However, for the 
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month of April, 1953, the amount was 
$803,000, which multiplied by twelve 
would indicate an annual rate of near- 
ly $10,000,000, or more than double 
the twelve months’ figure. With more 
projects being certified regularly, the 
amount should increase rapidly. 


r 1954, it appears likely that the 
electric utilities will be able to save 
about $6,500,000 which they are now 
paying in excess profits taxes. If the 
regular corporate tax rate is reduced, 
they may save another $20-$25,000,- 
000 on Federal income taxes. And the 
reduction in income taxes due to ac- 
celerated amortization might approxi- 
mate $15-$20,000,000 or more, mak- 
ing the total cash savings about $40- 
$50,000,000. However, as it will be 
noted later, the saving resulting from 
accelerated amortization may not be 
reported in net income available for 
common stock. 

What are the justifications for ac- 
celerated amortization? In the case of 
industrial defense plants, they may be- 
come “surplus” or idle after the de- 
fense program is completed, because 
the business may be cyclical and loss 
of defense contracts won’t be offset by 
consumer business. Moreover, it is 
customary for many of the large in- 
dustrial companies to make extra 
charge offs both in their Treasury and 


stockholder accounting. With the util- 
ity companies, however, the account- 
ing problem is more complex because 
it is so closely tied in with regulation, 
rates, and allowable earnings. Also, the 
business is more stable and growth is 
less cyclical. But even in the case of 
utilities, the new plants may be worked 
very hard (particularly in the South- 
east, or the Pacific Northwest, where 
there are power shortages) and hence 
actual depreciation may prove unusu- 
ally rapid. This is particularly true be- 
cause where there is a continued heavy 
demand for power, it is cheaper for the 
utility to use new plants as continu- 
ously as possible, reserving the obso- 
lete or high-cost units for peak loads 
or emergencies of short duration. An- 
other possible factor would be the ob- 
solescence of boilers and auxiliary 
apparatus if and when atomic power 
is established on a commercial basis. 


O’ course, the utilities are not ob- 
taining certificates of necessity 
for all their new plants. DPA is sup- 
posed to determine the proportion of 
the plant which will take care of “the 
production demands of the defense 
period.” Thus the percentage of the 
cost of a new plant which may be cer- 
tified by DPA may range from 20 to 
65 per cent, with the average probably 
around 45 per cent. During World 


7 


program for the construction of new generating units and 


q “THE electric utility companies have had under way a huge 


plants, both to take care of normal growth and to serve in- 
dustrial plants working on the defense program. Over 592 
electric power and light projects have obtained amortization 
certificates, for a total cost of over $3.6 billion, of which 
nearly $1.7 billion has been certified for amortization 


(about 47 per cent).” 
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War II when accelerated amortization 
was also in effect, 100 per cent was 
frequently allowed, but as there was 
not much construction work in that 
period, because of the shortage of ma- 
terials and labor, the effect on earnings 
was much smaller. More important 
savings in taxes were effected at that 
time by the bookkeeping entries result- 
ing from bond refunding operations, 
and it was customary during the 
wartime period to note substantial 
“charges in lieu of tax savings” among 
the fixed charge items, as an offset to 
large tax savings obtained through 
refundings. 

The problem of how to keep the 
utility company’s own books, for 
sotckholders and regulatory authori- 
ties, during the period of accelerated 
amortization, has caused a great deal 
of discussion in accounting and regu- 
latory circles. There seems to be gen- 
eral agreement regarding the advisa- 
bility of averaging out the tax pay- 
ments over a long period of years, for 
regulatory purposes and to keep the 
stockholders’ accounts on an even 
basis. Thus, an item could be inserted 
in the income account to offset the sav- 
ing in taxes resulting from accelerated 
amortization. This would be an accrual 
to restricted earned surplus or to a bal- 
ance sheet reserve reflecting the “tax 
deferral.” At the end of the 5-year 
amortization period, this restricted 
surplus or reserve would then be avail- 
able to meet the increase in income tax 
payments. 


Ane of state commissions al- 
ready have ordered such reserves 
initiated and the Federal Power Com- 
mission is considering changes in its 
accounting classification with the same 
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object in mind. The latter commission 
held a hearing on March 18th this year 
and another hearing was held on Oc- 
tober 16th,’ when oral arguments on 
proposed changes in the accounting 
classifications were heard. The staff 
proposes that a new account (No. 539) 
should be set up in the income account 
of electric and gas companies, “pro- 
vision for future income taxes result- 
ing from accelerated amortization.” 
The term “net income” would then be 
split into two titles, “net income before 
provision for future income taxes” 
and “net income after provision for 
future taxes,” and Account No. 539 
would be inserted between the two. A 
new balance sheet account would then 
be set up as No. 259, “reserve for fu- 
ture income taxes resulting from ac- 
celerated amortization,” to which the 
amount in No. 539 would be credited. 

An important issue centers around 
the location of the offsetting item in 
the income account. If it is placed 
where the FPC proposes, it would be 
definitely “below the line” for rate- 
making purposes. State commissions 
could, of course, ignore the location 
of the item and construe the income 
account as though net operating in- 
come had not been increased by the 
tax savings, but there is grave danger 
that at least some of the commissions 
might then construe the tax saving as 
an actual increase in current earnings 
which might require a rate reduction 
or might prevent a necessary rate in- 
crease. 


iy was obviously not the intent of 
Congress that the utilities should 
have to pass along this benefit to con- 


1 Data, views, and comments were required 
to be submitted by October Ist. 
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Tax Savings Possible under Certificates 


c¢ I N 1954, it appears likely that the electric utilities will be able to save 

about $6,500,000 which they are now paying in excess profits 
taxes. If the regular corporate tax rate is reduced, they may save another 
$20-$25,000,000 on Federal income taxes. And the reduction in income 
taxes due to accelerated amortization might approximate $15-$20,000,- 
000 or more, making the total cash savings about $40-$50,000,000.” 





sumers through the medium of rate 
changes. It was expressly designed to 
help them with their construction pro- 
gram. In effect, it is a temporary loan 
from the Treasury Department with- 
out interest, to be repaid after a 5-year 
period (but subject to adjustment, of 
course, if tax rates change). An excel- 
lent discussion of this question is con- 
tained in the article by A. J. G. Priest, 
“What Should Commissions Regulat- 
ing Public Utilities Do about Accel- 
erated Tax Amortization?” in the 
Virginia Law Review for June, 1953 
(pages 579-606). (Reviewed in Pus- 
Lic UTILITIES FoRTNIGHTLY, July 16, 
1953, pages 118-119.) Mr. Priest con- 
cludes : 
Public utilities which have been 
granted necessity certificates under 
§ 124A of the Internal Revenue Code 


should be enabled to obtain, to no 
lesser extent than other industrial 
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enterprises, the advantages accruing 
from accelerated tax amortization. 
Regulatory agencies which prevent or 
interfere with the realization of those 
advantages would seem to be charge- 
able with distressingly arbitrary and 
capricious action. 


le seems rather obvious that it has 
been the intent of the FPC staff to 
pass along the benefit of the tax sav- 
ings to the consumer. This has made 
some utilities hesitant to accept the 
benefits granted them by Congress. 
The brief of Panhandle Eastern Pipe 
Line Company, filed with the FPC in 
connection with its important rate case 
now pending before the commission, 
stated : 


Panhandle is confronted with a 
serious quandary. . . . If Panhandle 
elects to accept the benefits of certain 
certificates granted to it under § 124A 
of the Internal Revenue Code, the 
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staff proposes to take those benefits 
away from Panhandle and pass them 
on to its present ratepayers in the form 
of lower rates in spite of the fact that 
Congress clearly offered such benefits 
not to Panhandle’s ratepayers, but to 
Panhandle as an inducement to go for- 
ward with further development of the 
nation’s supply of natural gas in the 
furtherance of national defense. 

It is conceded by all parties that 
Panhandle has the legal right to de- 
cline these benefits and that, in such 
event, there will be no change in Pan- 
handle’s taxes as a cost of service for 
the test year 1952 and no benefits for 
anybody—Panhandle or its ratepay- 
ers. Thus, the position of the staff 
is that of the “dog in the manger”— 
if the ratepayers can’t have it, Pan- 
handle shall not have it. This position 
of the staff is in direct defiance of the 
will of Congress and should not be 
adopted by the commission. 


HE position of the Federal Power 

Commission in this respect differs 
from that of the state commissions 
which thus far have set up accounting 
provisions in connection with accel- 
erated amortization. At least thirteen 
states (Alabama, Florida, Indiana, 
Kentucky, Maine, Michigan, North 
Carolina, Ohio, Oklahoma, Pennsyl- 
vania, South Carolina, Virginia, and 
West Virginia) have ordered in the 
case of certain utilities that during the 


amortization period the tax saving 
should be offset by a special charge to 
a subdivision of taxes under operating 
expenses, credited to restricted earned 
surplus or appropriated surplus. Six 
other states (Connecticut, Georgia, 
Louisiana, New Hampshire, Idaho, 
and New Mexico) make the same rul- 
ing except that a reserve for deferred 
income taxes is substituted for re- 
stricted earned surplus, in the balance 
sheet.2 The state of Washington pro- 
poses a different method, showing 
taxes without the saving in the income 
account, and footnoting the income 
statement to reveal the income tax de- 
ferment resulting from accelerated 
amortization. The amount of the tax 
deferment would be carried to re- 
stricted surplus. 

The FPC proposal that net operat- 
ing income should be arbitrarily in- 
creased (with corresponding danger of 


- lower rates and loss of revenues) is 


a highly important issue which the 
utilities’ counsel strongly opposed in 
the October 16th hearing before the 
FPC, as well as in their dealings with 
the SEC in the registration of new 
issues. 





2 Michigan ordered the use of reserve in the 
Detroit Edison Case, but in later cases ordered 
a credit to appropriated surplus. New Mexico’s 
ruling is a little indefinite. 





oe management, in brief, neither asks, nor has 
received, nor expects to receive favors or special con- 
sideration from the government. All it desires is the chance to 
go forward, without unnecessary interference, to increase our 
productivity for the greater good of all. Business will be content 
if we can restore a government of law rather than of men—a 
government where business operates under established rules, 
rather than be subjected to the whims and fancies of politically 


minded individuals.” 


—Henry E. Forp, 
Director, development department, 
E. 1. du Pont de Nemours & Company, Inc. 
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Roadblocks to Sound Utility 
Regulation 


One of the avowed policies of the Eisenhower 
administration has been to remove the roadblocks 


to business — both large and small. 


How can 


this be accomplished with respect to public utility 
regulation? 


By JACKSON MARTINDELL* 


American Iron and Steel Insti- 

tute, the Honorable Sinclair 
Weeks, Secretary of Commerce, 
stated that one-fourth of the money 
invested in all industry in this country 
is invested in regulated industry. It 
can be readily demonstrated, however, 
that utility investments at current 
market prices are worth less by a good 
many billion dollars than the real 
value of the capital committed to util- 
ity enterprises. The difference repre- 
sents erosion resulting from unsound 
and uneconomical pricing of the serv- 
ice. For the same reason, the real in- 
come of utility investors has shrunk 
materially. Since 1940, the purchas- 
ing power of dividends on utility com- 
mon stocks has declined on average 


AST spring in an address before the 





* President, American Institute of Manage- 
ment. For additional personal note, see “Pages 
with the Editors.” 
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from 25 per cent to 50 per cent, despite 
some increase in the dividends of a 
few of the companies. 

This tremendous loss to utility in- 
vestors might be excusable if it were 
representative of what has happened 
elsewhere in our economy — but the 
truth is that no segment of our great 
industrial power in America has been 
so severely damaged by inflation as 
the utility industry. The extent of the 
damage and the consequences to our 
economy may not be completely felt 
for many years. 

We know that the dollar has shrunk 
to one-half its prewar purchasing 
power. But this depreciation in money 
has not damaged most property values 
because the price of property has risen 
to compensate for the reduced pur- 
chasing power of the dollar. This has 
been practically automatic in our free 
economy. Just a few examples are 
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farm properties, which have increased 
more than 150 per cent in dollar value 
on average since 1940; urban houses 
have increased 135 per cent in dollar 
value; and prices of stocks of un- 
regulated industries have increased on 
average 100 per cent or more. 


W: might also contrast the income 
position of utility customers with 
that of utility investors. Between 1940 
and 1952 the total personal income per 
capita in the United States increased 
188 per cent. After allowing for tax 
increases, the disposable income per 
capita increased 161 per cent. This 
means that the buying power of the 
average individual in the United 
States actually increased 38 per cent 
despite the rise in prices. 

It is true, of course, that holders of 


savings bonds, insurance policies, and - 


other fixed-income obligations have 
suffered real loss because they con- 
tracted away the possibility of an in- 
crease in their current dollar income 
from these sources. But the examples 
I have cited indicate that the great 
bulk of equity owners and U. S. con- 
sumers on average have been more 
than compensated for price inflation, 
while owners of regulated utilities 
have lost ground in terms of the value 
of investment and income. This loss 
of value to utility owners has resulted 
in an undeserved windfall to utility 
consumers who have been obtaining 
the service at considerably below real 
cost. 

Secretary Weeks, in his talk previ- 
ously alluded to, summed up the plight 
of utility companies as follows: 

No group has been more unwisely 


and unfairly treated than the service 
industries. Yet the railroads, the 


power and light, the gas industries, 
and those furnishing communications 
employ millions of workers, depend- 
ent for livelihood on the success of 
these industries, which are vital to all 
other industry and to the general 
consuming public. 


Now, if we recognize the fact that 
regulated utilities have been unwisely 
and unfairly treated, how can we re- 
move the roadblocks to sound and 
economical pricing of utility services? 
It is impossible in a brief article to 
answer this question in full detail, but 
it may be worth while to examine what 
I consider to be some of the chief 
roadblocks and perhaps indicate brief- 
ly some possible ways of removing 
them. 


I’ my judgment, the mess which 
utility regulation in most jurisdic- 
tions finds itself today is the natural 
consequence of a transition from the 
concept of price regulation as an 
economic function to regulation by an 
inflexible formula which has proved 
itself inadequate and incompetent to 
meet changing economic conditions. 
As a result, regulation in many juris- 
dictions has become the slave of a 
method which is arbitrarily applied 
without regard to its economic conse- 
quences. I refer, of course, to so-called 
net original cost regulation. 

This method gained widespread 
popularity during the 1930’s when, 
because of the severe decline in prices, 
original cost was a reasonably good 
approximation of the fair value of 
plant for most utilities. It also was 
embraced as a means of avoiding more 
cumbersome valuation methods. The 
proponents of the method pushed hard 
for original cost as the sole criterion 
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of value evidently hoping to reduce 
rate making to the simple matter of 
reading from the books. 

As we all know, for nearly a half- 
century prior to the Hope Natural Gas 
decision in early 1944, a fair value 
rate base was mandatory under the 
holdings of the U. S. Supreme Court. 
It was during this period that the legal 
criteria for fair rate of return were 
evolved which, when combined with 
a fair value rate base, produced 
economically sound utility prices. 


pment the Hope Case has been 
heralded in some regulatory cir- 
cles as freeing the regulatory bodies 
from the necessity of allowing a fair 
return on fair value, it certainly could 
not be said to have removed all con- 
stitutional restraint. It did indicate, 
however, that commissions are not 
bound to follow any particular for- 
mula so long as the end result is 
reasonable and just. Nevertheless, the 
decision was taken by the Federal 
Power Commission and others as giv- 
ing them the green light to use original 
cost as the rate base instead of fair 
value. 

The real danger in such a develop- 
ment is not whether fair value or 
original cost is used as the rate base 
but whether the application of rates 


of return in the order of those applied 
formerly to fair value can produce 
just and reasonable regulation. It 
should be borne in mind that the 
Supreme Court has never adopted 
original cost as the rate base for the 
test of confiscation. 


HE dangers of original cost regu- 

lation in a period of inflation were 
clearly foreseen by the late Judge John 
E. Benton, general solicitor of the 
National Association of Railroad and 
Utilities Commissioners, in an address 
before that body in 1945. The fol- 
lowing statement has been widely 
quoted : 


For example, if severe inflation 
shall occur, so that dollars shall shrink 
in purchasing power to a small frac- 
tion of the prewar level, no one but 
an enemy to Capitalism would advo- 
cate that companies owning prewar 
properties should receive no more dol- 
lars for return than they were paid 
when they received their return in 
dollars of prewar value. 


This warning has been repeated and 
reaffirmed by other outstanding in- 
dividuals in the field of utility regula- 
tion. I have in mind particularly 
Harry Miller, formerly chairman of 
the Ohio commission and former 
president of the NARUC; the late 


@ 


“SINCE 1940, the purchasing power of dividends on utility 
common stocks has declined on average from 25 per cent 
to 50 per cent, despite some increase in the dividends of a 
few of the companies. This tremendous loss to utility in- 
vestors might be excusable if it were representative of what 
has happened elsewhere in our economy—but the truth ts 
that no segment of our great industrial power in America 
has been so severely damaged by inflation as the utility in- 


dustry.” 
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Harold Scragg of the Pennsylvania 
commission, and John Randolph, un- 
til recently general solicitor of the 
NARUC. 


Rae value regulation, while appear- 
ing to be much more liberal un- 
der present conditions than stringent 
original cost regulation, has actually 
paid off in service rates which are 
relatively low in comparison with 
rates prevailing in states using origi- 
nal cost rate base. The ability to plan 
and install service facilities for the 
long-run good of the consuming pub- 
lic makes possible efficiencies and 
economies which companies living on 
hand-to-mouth regulation can never 
achieve. As Secretary Weeks further 
pointed out, “In regulating utilities 
and in managing other things, it is 
cheaper for the public in the long run 
to have those that serve it well-fed 
and strong, rather than half-starved 
and weak. There are ways of getting 
good service out of the strong. No one 
can get it out of the weak.” 

I am sure that it is quite unrealistic 
to expect that all the commissions that 
have strayed into original cost regula- 
tion can be persuaded to return to fair 
value regulation within a reasonable 
period of time. In fact, it may never 
be accomplished. As previously indi- 
cated, however, I do not believe it is 
necessary to do so in order to achieve 
sound regulation. The important ob- 
jective is to make whatever method is 
used work so that the end result is 
reasonable and just in an economically 
sound sense. I am certain that this 
result can be achieved under existing 
legal standards, providing they are 
rationally interpreted and reasonably 
applied. 
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‘The legal criterion which has re- 
ceived primary emphasis in the post- 
war era is the necessity for public 
utilities to attract adequate capital to 
discharge their public responsibilities. | 
This test of fair return, however, has 
also been subject to much misinter- 
pretation and misuse in postwar utility 
regulation. 


Soe commissions have held that the 
ability of utility companies to 
raise debt capital in substantial quan- 
tities (even though their capitalization 
thereby has been materially weak- 
ened), or even that a subsidiary 
has been able to borrow substantial 


amounts from its parent, is conclusive | 


evidence that the rates being earned 
are just and reasonable. 

It is, of course, fundamental that 
public utility companies be able to 
attract necessary capital. But the 


- ability merely to attract capital does 


not necessarily provide a proper or 
conclusive earnings standard. As we 
are all well aware, capital can be 
attracted under certain conditions on 
a basis which is harmful to the busi- 
ness and damaging to the existing 
investment. 

Almost any business can borrow 
some money on some terms — even 
a bankrupt enterprise through the 
medium of receivership certificates. 
Thus, the ability to go deeper into debt 
provides no rational standard of a fair 
level of earnings which are required 
to maintain a financially sound and 
healthy enterprise. 

What is important is the ability to 
attract equity capital, and in sufficient 
amounts to maintain or achieve a 
sound capital structure with an ade- 
quate borrowing reserve to permit the 
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Political Pressure on Regulation 


6 yD pronpnaper or unconsciously, the regulatory process has a tend- 

ency to seek political equilibrium rather than economic equilib- 
rium. The results are sometimes politically expedient prices rather than 
economically effective prices. There has been a strong practice among 
many politicians to make public utilities a whipping boy—to make public 
utility rates a campaign issue. These are part of the realities of life in 


the political democracy in which we live... 


a” 





business to weather any unforeseen 
developments in the future. If the 
tests of maintaining the credit and 
financial integrity of the enterprise 
have any significance at all, these con- 
ditions must be fundamental to the 
attraction of capital test. 


N it might be asked, “Have not 
the utility companies attracted 
many billions of dollars of both debt 
and equity capital in the postwar 
period and is this not conclusive evi- 
dence of fair and reasonable regula- 
tion?” The answer is that they have 
attracted both debt and equity capital 
in huge amounts but it is not con- 
clusive evidence of fair and reasonable 
regulation. The reason is that most of 
the common stock capital has had to 
be raised on terms that have been ex- 
ceedingly damaging to the investment 
already committed in the business. 

It has been recognized for many 


years that the terms on which common 
stock is issued are of importance as 
affecting the interest of existing own- 
ers of business. In many states there 
are long-standing laws fixing a mini- 
mum issue price—usually par value. 
So long as there was no major change 
in the value of the dollar, these laws 
were useful in protecting existing 
share owners against dilution of their 
equity from issuance of additional 
shares to other investors at a lesser 
contribution of real capital per share. 


y, goer rule of long standing, 
which has been generally accepted 
in the field of finance, is that if stock is 
issued at book value, dilution in equity 
value of the old shares would thereby 
be avoided. While this rule held good 
prior to inflation, anyone making a 
rational investigation of how it works 
since inflation knows that the rule no 
longer provides such protection. To 
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avoid penalty or damage to the exist- 
ing investment, equity capital must be 
attracted on such a basis that the real 
contribution per share of the new in- 
vestment is no less than the real con- 
tribution per share of the existing in- 
vestment. The “real contribution” 
can be evaluated in terms of purchas- 
ing power or earning power but, in 
any event, if it is not equated as be- 
tween the old and new shares, there 
is bound to be dilution of the old 
shares. 


jem facet to this question of 
capital attraction is the matter of 
cost of capital as related to a fair rate 
of return. The current cost of equity 
capital, which is usually obtained from 
current market evidences, is generally 
found as the ratio of anticipated earn- 


ings to the amount of investment to be: 


committed. This ratio is not based on 
any particular level of issue price. If 
an investor demands 10 per cent earn- 
ings on his investment, it matters not 
whether he gets $1 in earnings for $10 
committed or $10 in earnings for $100 
committed. Thus, so long as the ratio 
of earnings anticipated per share to 
the issue price is right his demands are 
met, without regard to what previous 
investors have paid for the stock. 
Che point I am making is that what 
the new investor is demanding in cur- 
rent dollars of return to make an in- 
vestment in current dollars provides 
no evidence whatever of the fair rate 
to apply to the existing investment 
which may have been made when the 
dollar was worth much more. In fact, 
almost any rate applied to the book 
value of the existing investment in the 
business would enable the business to 
attract additional capital at some issue 
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price, legal requirements permitting. 
In other words, it is not really neces- 
sary to be fair and equitable to the 
existing investment to attract addi- 
tional capital into the business. This 
explains why it has been possible for 
utilities to attract new capital, in 
spite of the fact that the old invest- 
ment has been treated unfairly under 
regulation. 


Bess brings me to this basic ques- 
tion: “To what does the term 
fair return refer — the investment 
already sunk in utility enterprises, 
or the investment to be attracted?” 
Theoretically, the investment to be 
attracted cannot be denied a fair re- 
turn. If it is available at all to the 
particular business, it will obtain the 
return it requires through adjustment 
of the price per share it will pay to the 
prospective return. The new invest- 
ment has complete control over cost 
of capital and terms of issuance until 
it is committed. It follows, therefore, 
that the term “fair” as it applies to 
the concept of fair return cannot 
really apply to anything but the invest- 
ment already committed in the busi- 
ness. Thus, the problem and duty of 
regulation would seem to be to provide 
the business the opportunity to earn 
a return which is fair and equitable to 
the existing investment. 

What constitutes a just and reason- 
able end result by whatever method of 
regulation is employed has never been 
clearly enunciated. It seems to me that 
two questions must be resolved by any 
regulatory body or reviewing tribunal 
if a sound answer is to be found. They 
are: 

Q. 1. Is the end result of utility 
regulation just and reasonable if the 
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real value of utility equity investments 
is expropriated for the benefit of con- 
sumers as a result of dollar deprecia- 
tion and adherence to nominal dollar 
regulation? 

It is apparent that if inflation pro- 
gresses far enough utility investments 
under such regulation would become 
virtually worthless. At what point is 
it to be recognized that expropriation 
has already occurred? 

Q. 2. Is the end result just and 
reasonable if in order to attract addi- 
tional equity capital it is necessary to 
deprive the old equity investment of 
a portion of its real value? 

It cannot be denied that the effect 
of this process is to require the old 
investment to subsidize the attraction 
of capital through a forced liquidation 
of a part of its real equity in the busi- 
ness without just compensation for 
such loss. 


| wen from this discussion it is 
clear that the first roadblock to 
sound utility regulation is the strict 
adherence to the original cost formula 
without regard to its economic conse- 
quences under changing conditions. 
This is clearly not in conformance 
with the view of the U. S. Supreme 
Court in the Bluefield Case which 
stated : 


What annual rate will constitute 
just compensation depends upon many 
circumstances, and must be deter- 
mined by the exercise of fair and 
enlightened judgment, having re- 
gard to all relevant facts. (Emphasis 
supplied. ) 


Certainly this is no mandate for a 
rigid nominal dollar formula for regu- 
lation in complete disregard of its 
effect on the past committed invest- 
ment in a period of inflation. 

I should like to inject one thought 
at this point, and that is that if regu- 
lation is to be consistently fair, it must 
be reasonably sensitive to funda- 
mental and substantial changes in 
basic conditions. I have in mind par- 
ticularly the matter of cost of capital 
and rate of return. During the past 
several months we have seen some 
rather spectacular developments in the 
money markets. These are not sea- 
sonal or spot changes but result from 
a complete reversal of previous policy 
by both the U. S. Treasury and the 
Federal Reserve. The present admin- 
istration is committed to a free money 
market as one way of stopping infla- 
tion. As a consequence, the highest- 
grade utility bonds are costing about 
one per cent more than at the begin- 
ning of 1952. Some of the best credits 
have gone begging for buyers and 
money is extremely tight. Our think- 
ing has been conditioned for twenty 
years to a managed money market and 
easy money created through inflation 
of the money supply. That era is gone 
and we must face up to conditions as 
they exist today. 


‘ I ‘HE point I am making is that in 
the face of the tightening of 
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“In my judgment, the mess which utility regulation in most 
jurisdictions finds itself today is the natural consequence of 
a transition from the concept of price regulation as an 
economic function to regulation by an inflexible formula 
which has proved itself inadequate and incompetent to meet 
changing economic conditions.” 
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money costs a few regulatory bodies 
have been backsliding on allowed rates 
of return. This has been accomplished 
in some cases through the adoption of 
assumed capital structures with a 
heavier loading of debt. This devel- 
opment is wrong for two reasons : 
First: It is unrealistic in that the 
over-all risks cannot be affected by 
juggling capital structures, so that 
somebody is being shortchanged in the 
process. The victims, of course, are 
the stockholders whose risks are be- 
ing increased through the assumption 
of greater debt without any allowed 
compensation for the additional risk. 
Second: It has been extremely diffi- 
cult for utilities to keep up with the 
financial demands of the business. To 
cut back on allowed returns at a time 
when investor demands have greatly 
increased is unsettling to investor con- 
fidence in regulation and makes long- 
range financial planning much more 
difficult. All of us are familiar with 
the uproar created in financial and 
investor circles by the action of the 
FPC in certain cases a short time 
back. 


| osmarmay: there are two other road- 
blocks in the path of utility price 
regulation: (1) the most exasperat- 
ing and unnecessary are the artificial 
restraints which arise out of account- 
ing and tax policy; (2) political 
aspects of regulation. 

As to the first, it seems to be gen- 
erally recognized that utilities under 
the prescribed systems of accounts are 
failing to recover the full economic 
cost of plant consumed in rendering 
service, but so far regulation has 
turned a deaf ear to the question, with 
the possible exception of the Illinois 
commission in the recent Peoples Gas 
decision. Probably the most important 
deterrent is the fact that under exist- 


ing tax regulations any amounts 
allowed above existing accruals based 
on original dollar cost are not de- 
ductible for tax purposes. 

In a recent appearance before one 
regulatory body, I was asked how I 
could justify placing a burden of more 
than $2 on customers for every $1 of 
economic cost borne by the business. 

The problem is not the justification 
of the claim by utilities but the un- 
soundness of the tax regulation which 
taxes capital as if it were income. This 
situation could be quite easily remedied 
by merely modifying the tax regula- 
tion to provide that whatever depre- 
ciation allowances are authorized by 
regulatory bodies for purposes of fix- 
ing utility rates would be allowable de- 
ductions for tax purposes. 


No: as to the other roadblock, the 
political aspect of utility regula- 
tion. Consciously or unconsciously, the 
regulatory process has a tendency to 
seek political equilibrium rather than 
economic equilibrium. 

A by-product of this political at- 
mosphere has been the introduction of 
bills in many state legislatures in re- 
cent years which would have the effect 
of hamstringing the regulatory bodies 
in the proper and effective exercise of 
their powers and duties. In one state 
a bill was introduced this year which 
would prevent the public service com- 
mission from granting any rate in- 
creases to public utility companies. 
None of these bills have been success- 
ful. I feel that it is a tribute to the com- 
mon sense of our legislatures that only 
one state requires by statute that the 
commission must employ an original 
cost rate base. 





NOV. 19, 1953 764 




















Installing Major Electric 
Equipment 


A large piece of electric generating equipment may 
take several years to build and stay in operation for 
more than two decades. Both the utility consumer 


and investor have a vital stake in the critical period 
of installation. 


By A. BRYAN MARVIN* 


AJOR pieces of electric utility 
M equipment such as_ turbo- 

generators take several years 
to build. They are operated for more 
than twenty years. But between the 
building and the operating they go 
through a critical 5- or 6-month period 
which is essential if they are going to 
be used in the public service. 

It takes at least a half-year and on 
occasion a year and a half for a big 
unit to be shipped to its work location 
and installed. 

The customer, of course, even as 
he returns from purchasing his new 
electric range or his new air-condition- 
ing set, is totally unaware of the chain 
of activity he has set in motion. 





*Press relations and public information 
staff, Consolidated Edison Company of New 
York, Inc. For additional personal note, see 
“Pages with the Editors.” 
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Thanks to the planning engineers and 
load forecasters, the designing engi- 
neers and the builders, the power will 
be there when he switches it on. 


— the investor’s point of view, 
the initial installation is an ex- 
tremely critical process. Any deviation 
from plan cuts potential savings. In ex- 
treme cases, carelessness could cause 
expensive damage. While insurance 
would cover a straight financial loss, 
there is no way to recoup the lost time. 
And electric utility construction is 
geared to time as closely as the electric 
clocks are tied to system frequency. It 
costs money to catch up on lost hours 
and when the interval lost is too great 
the time is gone forever along with 
the savings new equipment makes 
possible. 
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The large turbogenerator is assem- 
bled by the manufacturer for final 
testing at the factory. Even before 
this process is begun, experts are plan- 
ning the route by which the unit will 
reach its ultimate destination. They 
are not concerned with the machine’s 
capability or its efficiency, only with 
its weight and its size. 

With the trend to large units with 
built-in efficiency, the manufacturers 
and utilities have stretched the imagi- 
nation of the railroad route experts 
about as far as it can go. The big 
generators currently being shipped in 
one piece are as large a block of 
machinery as the rails can handle. 

If units are to get still bigger, the 
windings and laminations will have to 
be broken down after the manufac- 
turer’s plant tests and reassembled at 
the generating station, a chore which 
will add substantially to the unit’s final 
cost. Some units now being shipped 
must be removed from their casing 
and the stator core travels in one car 
while the shell (in pieces) follows in 
another. 


HE width of railroad lines and the 
height of wires and tunnels from 
the roadbed are limiting factors. Engi- 
neers designing new units must keep 
them in mind or share the predicament 
of the home carpenter who builds a 
boat in his cellar before he measures 
the cross section of the cellar door. 
The limit on size is also a limit on 
weight. A generator is a remarkably 
solid piece of equipment when it is 
shipped with the rotor in place. Route 
expediters, who learn early in their 
careers to be thankful for all small 
favors, are happy about the laws of 
specific gravity and that only so much 


iron, steel, and copper can be crammed 
into a given space. The weight of 
major pieces has risen to around 200 
tons in the last few years. If it rises 
more than another 25 per cent, new 
shipping techniques will have to be de- 
vised because moving equipment to 
haul such a concentrated load has not 
yet been built. 


F  eigncensa railroad bill of lading for 
a generator shipment calmly lists 
“six packages.” This listing belongs 
in any collection of masterful under- 
statements. Four of the “packages” 
are lifting trunnions which must be 
removed from the sides of the gener- 
ator because in their normal position 


they would project and snag on ob- - 


jects along the right of way. Another 
of the six “packages” is a box of bolts 
which will come in handy when the 
trunnions must be bolted back in place. 
. The sixth “package” is the gener- 
ator, all 200 tons of it condensed into 
a fat little cylinder slightly over 
twenty feet in length. 

The back of the bill of lading car- 
ries route instructions. The track 
numbers are selected for the engineer 
and sometimes he travels south on 
north-bound tracks and east on west- 
bound, which could lead to a certain 
amount of confusion if the move were 
not cleared in advance through the 
signal towers. 

Bridge and tunnel clearances must 
be measured carefully in advance as 
well. And there is the matter of 
weight. The notice given the train 
crew will specify how many empty 
cars must be hitched before and behind 
the generator “package.” This is done 
to distribute the load a bit over the 
roadbed, 
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The car with the generator is never 
coupled directly to the locomotive, 
which is a heavy piece of machinery in 
its own right. The roadbed has to have 
a chance to recover from the weight 
of the engine before the flatcar with 
the generator aboard crushes it down 
again. 


O* some divisions it is necessary to 
clear the tracks on either side of 
the generator so the load can get 
through over bridges and trestles. The 
center of gravity of the generator is 
higher than that of the locomotive, 
something to consider when going 
around acurve. If the unit should lean 
outward because of the centrifugal 
force, the loading on the outer car 
wheels would be tremendous. 

To limit the amount of stress on 
ties and ballast, speed is restricted to 
twenty miles an hour on most divi- 
sions and the generator moves only by 
day. When the route to be covered is 
a long one, the amount of paper work 
becomes voluminous. 

Once the generator reaches its rail 
destination it is still not delivered un- 
less there happens to be a spur line 
right into the generating station. 

In New York, for example, the 
large units are delivered to bulkheads 
in the harbor by rail and then hoisted 
aboard a lighter with a floating marine 


derrick that is also used to raise 
sunken ships. Then the water-borne 
generator is towed to the station, 
which is located on the waterfront. 
Since the lighter cannot sail onto the 
turbine room floor, there is a final land 
trip, sometimes made on wheels and 
sometimes with a technique resembling 
that used to construct the Egyptian 
pyramids. 

Special wheeled trailers are now 
available that can handle 200-ton 
loads. They have extra wheels 
mounted fore and aft and a skid 
weighing as much as 15 tons itself is 
used to distribute the generator’s 
weight. If the unit was placed direct- 
ly on the bed of the trailer’s central 
unit it would probably break the trail- 
er’s back because the load is con- 
centrated in such a short area. 


— before the unit starts its move 
the skid is designed and built to 
distribute the burden. City officials 
often look on the project with cold 
eyes, thinking of subsurface tunnels 
and facilities over which the load will 
roll. Another element to be considered 
is the traffic tie-up which may result 
if the generator bogs down on an 
arterial highway. By the time all in- 
terests and agencies have been satis- 
fied, the route expert is likely to end 
up with a zigzag map tracing a 2- 


@ 


generators take several years to build. They are operated for 


q “Major pieces of electric utility equipment such as turbo- 


more than twenty years. But between the building and the 
operating they go through a critical 5- or 6-month period 
which is essential if they are going to be used in the public 
service. It takes at least a half-year and on occasion a year 
and a half for a big unit to be shipped to its work location 


and installed.” 
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mile path from the pier to the station 
a few city blocks away. 

The trailer creeps along, easing over 
bumps and around corners. The 200 
tons are heavy enough without adding 
the force of a 6-inch drop to its mass. 

Generally, there is a rigging job to 
do at the end of the trailer ride. The 
generator is jacked up on cribbing. 
Block and tackle and rollers are used 
to get it within reach of the turbine 
floor crane and if this unit has the 
capacity, up the generator goes to the 
foundation which has been prepared 
for it. If the crane built into the sta- 
tion cannot lift the stator the jacking 
and cribbing must be continued all the 
way to the foundation. 

This foundation is a work of art in 
itself. It starts in the subsoil founda- 
tion columns of the generating station. 
When the solid pillars rise from the 
ground, a level is struck. Steel billets, 
machined to a precise level, are placed 
atop the piers and the steel framework 
is given a perfectly level start upward. 

By the time the steel columns and 
cross structures have reached the floor 
of the station, there may be as much 
as a half-inch difference at opposite 
corners of the 70-foot bay in which 
turbine and generator will work out 
their lives. Fabrication of the bulky 
steel members is a technique which 
does not permit greater accuracy. 
The uneven discrepancies are ma- 
chined out in part with portable 
milling equipment. 


<iperenenes the foundation is built 
up with reinforced concrete in- 
stead of steel. Notches are left along 
the sides of the bay and carefully filled 
with grout pads to produce a truly 
level set of reference points. 
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Then the measuring scale is shifted 
from fractions of an inch to thou- 
sandths of an inch. Small steel plates 
are carefully shaved to specification 
and mounted either on the structural 
steel or the level grout pads. These 
small plates will support the large sole 
plates on which the generator will rest. 
A limited number of shims (too many 
result in an inaccurate packing action) 
give the plates a perfect level. 

The shaft of the turbine and the 
shaft of the generator must be per- 
fectly in line when the unit is assem- 
bled. If the machine is run with a 
kink in a coupling it might scatter it- 
self all over the generating station. 
This would be disastrous to the cus- 
tomers depending on it for power, as 
well as to the million-dollar invest- 
ment which has been made in the unit. 


HE line-up task begins with the 
turbine sole plates, which are 
leveled up from the foundation in the 
same manner as the generator sole 
plates. When the steelwork of the sta- 
tion goes up, a surveyor with delicate 
instruments that magnify his measur- 
ing scale establishes a “house line” for 
the turbine. He marks the steel frame 
with a saw cut at either end of the 
turbine bay. In the case of a double 
flow, low-pressure unit with a central 
bearing, he also marks a cross line. 
Machined key plates are installed on 
top of the sole plates at the four 
measuring points and the sighting 
process narrows down from the width 
of a saw cut to a matter of thou- 
sandths of an inch. When the bottom 
half of the turbine shell is lowered 
onto the prepared foundation, the 
clearance between the machined key 
plates projecting upward and the cor- 
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Tools—Tangible and Intangible 


¢ agra and know-how are the two most powerful tools owned by 

riggers and installers. They have challenging and interesting jobs. 

When the unit at last passes its final checks and tests and starts up they 

close their tool boxes with a feeling of satisfaction. Their work, un- 

heralded in spite of its importance, is another example of the quiet ex- 

pert job performance that has made the electric utilities what they are 
today.” 





responding notches in the turbine shell 
is a slender two-thousandths of an 
inch. 

With calculations of that order, the 
shell either fits its foundation or it 
doesn’t. There is no halfway fit. 


HE foundation provided a turbine 

in the generating station is more 
solid than any it has experienced until 
then. It may even be more perfect 
than the foundation on which it was 
built. It is certainly better than the 
temporary skids on which the machine 
rested during its trip from factory to 
plant. 

In the course of time, the turbine 
shell may shift slightly as unrelieved 
stresses set up by the transportation 
process ease themselves. This leads to 
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a certain harassment of the installa- 
tion crews as reference points swing 
back and forth in decreasing arcs. 


o level line which represents the 
central point of the turbine shaft 
is now moved upward from the keys in 
the turbine shell to a length of piano 
wire. The piano wire, stretched tight- 
ly, runs the length of the turbine. 
Weights at either end keep it taut and 
micrometer adjustments at either end 
permit its accurate positioning. 

Now comes a painstaking process 
of measurement. The turbine wheels 
must clear the stationary blades with 
engineered clearances. In the case of 
a steam sealed turbine, the packing 
bores are made with planned cold 
clearances of ten-thousandths of an 
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inch. This leaves very little room for 
error. 

The piano wire is stretched for 
forty feet through the center line of 
the turbine. It cannot be pulled tightly 
enough to eliminate the catenary sag 
which must be calculated and is in the 
order of three-hundredths of an inch 
at the center of the span. This must 
be taken into account as a special tool 
built up from a piece of doweling, a 
micrometer, and a pin is used to meas- 
ure the turbine fit. 

The measuring rod is placed on the 
turbine shell, micrometer end down, 
and wagged back and forth as the 
micrometer is adjusted until the pin 
at the other end just touches the wire. 
Readings are taken and retaken as the 
shell recovers from its trip and settles 
onto its foundation. 


, I ‘HE installation engineer is pro- 
vided with a mass of readings of 


a similar nature which were made at 
the factory and when his readings 
match those of the building team, he 
lowers in the spindle. 

The fit at the bearings is adjustable 
within certain limits but blades, 
glands, and packing bores must be 
precise. The micrometers are in daily 
use and are checked against reference 
blocks of solid metal periodically. 

The top half of the turbine shell is 
lowered and the process of measuring 
and remeasuring the fit continues until 
all is well and stays that way. Mean- 
while, the generator has been lined up 
with the turbine shaft. There is a 
small amount of play in the bolts which 
will attach the generator to its founda- 
tion, not enough space to hold much 
of anything, but enough to permit the 
installer to jack the unit a few thou- 
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sandths of an inch this way or that. 

At either end of the generator are 
projecting keys that fit loosely into 
slots in the foundation. When the 
generator is perfectly in line, steel keys 
are machined precisely and wedged in- 
to these slots to hold the generator 
perfectly straight in spite of mechani- 
cal and electrically induced vibration. 

Altogether it takes four to six 
months for a major turbogenerator 
to go through these adjustments and 
trials. The end result is a turbine and 
generator some seventy feet long in a 
line as straight and level as human 
skill and patience can make it. 


i addition to turbines and gener- 
ators, transformers in some of the 
newest giant sizes present a shipping 
and installation problem. These units 
are stripped of reservoirs, drained of 
oil, and nearly all fittings are removed. 
Windings and case alone, however, 
can tip the scale at nearly 200 tons. 
The really large units have to be 
shipped in a recumbent position in 
order to fit through the railroad 
tunnels. 

The railroad trip and the rigging 
into final location are similar to those 
used for the weighty generators. The 
difference comes at the very end of the 
journey when the unit must be up- 
ended into its operating position. This 
is a most delicate rigging task, since 
a solid thump is not recommended if 
a long and useful life is desired. 

Technique employed involves build- 
ing a rocker-shaped cradle to fit under 
the corner of the transformer case and 
then using a block and tackle to hoist 
it upward. At the same time, a re- 
straining block and tackle are used to 
snub the transformer down. As its 
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center of gravity passes over the point 
on which the unit is turning, the prob- 
lem changes instantly from one of rais- 
ing to one of lowering. 

The men who handle the large units 
such as boiler drums and transformers 
are ingenious. They have to be. If 
they have a 150-ton unit to move and 
only 100-ton trailers are available, 
they will put two trailers side by side. 
A bridge between the two beds car- 
ries the load and the unit rides like a 
circus performer astride two horses 
with only half its weight on each. 


HE special alloy steel pipes that 

carry high-pressure, high-tem- 
perature steam into the first stages of 
the turbine come from the manufac- 
turer with a series of built-in curves 
where they have been designed to cir- 
cle equipment close to the turbine. 
These pipes must be eased into posi- 
tion for welding without damaging 
any of the equipment already in- 
stalled. While hands are useful, the 
pipes are measured in tons rather than 
in pounds. On such a job skilled rig- 
gers are worth more than their weight 
in muscle. 


Co-ordination is the constant theme 
of men who work on these installa- 
tion projects. Specially in metropoli- 
tan areas, storage space around the 
generating stations is not abundant. 
Equipment must be delivered when it 
is needed and not before. 

The turbine floor crane is in steady 
demand to hoist auxiliary equipment 
and major units and parts from place 
to place. The various systems of oil 
piping, steam piping, and control wir- 
ing must come into existence in a pre- 
determined order and the various 
trades must not get in each other’s 
way on the job. 


| presen and know-how are the two 
most powerful tools owned by rig- 
gers and installers. They have chal- 
lenging and interesting jobs. When 
the unit at last passes its final checks 
and tests and starts up they close their 
tool boxes with a feeling of satisfac- 
tion. 

Their work, unheralded in spite of 
its importance, is another example of 
the quiet expert job performance that 
has made the electric utilities what they 
are today. 





Reasons for Electric Industry Progress 
667 I ‘HE unparalleled growth of the electric industry in the 


last decade or so has been due to a combination of many 
things. A few of the factors that have influenced the result are 
the inventive genius of those who have developed new means of 
putting electricity to work, the skill of the manufacturers in 
producing utilization equipment and of the distributors and 
dealers in its marketing, the ability of the utility companies to 
provide energy in an ever-increasing amount at reasonable cost 
to the user, and the willingness of the public to invest its money 
for the necessary construction of new manufacturing and 


utility plants.” 


—Press_ty H. McCance, 
President, Duquesne Light Company. 
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The Ordeal of the Annual 
Report 


Once, it was the bookkeeper’s balance sheet. But 
today it has mass circulation and everybody goes into 
a huddle giving it mass readership. 


By JAMES H. COLLINS* 


’ \u1s is about the time of year 
when the Old Man, winding up 
a conference, says casually, “Oh, 
yes—the annual report—lI’d like to 
have your suggestions.” 

And vice presidents begin racking 
their brains, circulating memos, order- 
ing searches of files, requesting data, 
referring, inviting ideas, stewing over 
what can be put into this portentious 
document. 

The attorneys, the comptroller, the 
personnel and public relations fellows, 
sales people, representatives at the 
state capital and Washington, go 
through this yearly ordeal, checking 
each other. 

Finally, toward the end of Decem- 
ber, the Old Man makes his decision, 
perhaps along entirely different lines, 
and the thing goes to the printer, and 
everybody sighs deeply, and thanks 
heaven that it can be forgotten until 
next calendar or fiscal year. 

Once upon a time, the annual report 





*Professional writer of business articles, 
now resident in Hollywood, California. 


was mostly a sheet of paper with some 
figures, that the bookkeeper handed to 
the Old Man, who read it to the share- 
holders assembled at the annual meet- 
ing. After some criticism, if the divi- 
dend was satisfactory, it was approved 
and forgotten. 


wo stock ownership widened 
geographically, the bookkeeper’s 
sheet of figures was printed and mailed 
out over the land. It had the popular 
appeal of a national bank’s statement 
of condition. Shareholders were left 
to make their own interpretations— 
they were mostly trustees, investment 
specialists, company treasurers, busi- 
nessmen. 

By-and-by stock ownership widened 
socially, by incomes. Small investors 
bought a few shares to buttress in- 
comes as teachers, doctors, small busi- 
nessmen, Listed stocks were quick as- 
sets for money emergencies. 

Also, employees became sharehold- 
ers through instalment purchase ar- 
rangements offered by the companies 
they worked for. 
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yi then the annual report began 
to blossom out in animated 
charts, color illustrations, dramatic 
photography, newsy incidents. The 
Old Man might express himself in a 
fireside chat. In some cases the docu- 
ment was accompanied by samples of 
the company’s products. 

Finally, annual reports got their 
“Oscars.” If the company wins a gold 
or silver award, or even one of bronze, 
or is rated among the best hundred for 
all industry, or best in its own indus- 
try, that is going to stir emotions in 
executive breasts as soul-satisfying as 
any that come to a Hollywood star. 

So, the company “brass” might be 
compared to the headline writer on a 
daily paper who, confronted with the 
daily grist of news, weighs national, 
foreign, and local events against each 
other, to find the ones that rate first- 
page spotlighting. Or like the editorial 
staff of a mass circulation magazine, 
that puts editorial yardsticks on the 
stories and feature articles to decide 
which rates leadership in the front of 
the book. 

Company reports now have mass 
circulations. There are at least 30 cor- 
porations in the United States with 
from 100,000 to 400,000 shareholders, 
and Bell Telephone has more than a 
million. 

The audience includes women who 
own stock, women employees who do 
and do not own stock, men employees 
who are or are not shareholders, from 
the department executive to the labor- 
er, and many other interested groups, 
from the general public to the gov- 
ernment officials who are concerned 
with the company state of affairs, in- 
cluding those who regulate the com- 
pany if it is a utility. 


These people want to know about 
the dividend—whether it is in the same 
amount, or why it isn’t in the case of 
a reduction, and what the prospects are 
for its being unchanged, perhaps even 
increased. Which means that they 
want to know about management, and 
not only financially but humanly. Is it 
a good company to work for? Are jobs 
secure? Is ability recognized and re- 
warded ? 


yee the first questions Americans 
ask about each other are, ““What 
do you do?” “What company?” “Is 
that a good concern to work for?” A 
stranger is rated by the company that 
holds him on the payroll, and the com- 
pany is rated by what he has to say 
about it, and Americans are interested 
in annual reports that go into this 
from various angles. 

For example, safety. If the company 
has a high standing that way, and has 
received one of the many awards now 
being made in this field, small as well 
as large concerns, it indicates that there 
is a regard for employee welfare, and 
that there is teamwork among em- 
ployees for each other’s protection. 
A good safety record cannot be at- 
tained without employee co-operation. 

Employee inventions and sugges- 
tions put into practice, with money 
rewards, employee activities in sports, 
hobbies, homes, vacations, community 
work—these are some of the things 
put into annual reports to indicate that 
the company is a good concern to work 
for, and that good people work for it. 

Is the company progressive? Is its 
community or industry going ahead 
—is it keeping up with progress, 
holding its own against competition? 
News of expansions, improved equip- 
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ment, processes and products, are in- 
teresting in themselves, and are an- 
other way of indicating that the com- 
pany is stable, and its shares a good 


investment. 
A SOUND, progressive company 
serves its community in the case 
of utilities, or the public as customers 
regionally or nationally. The engi- 
neers, research men, public relations 
people, sales executives, advertising 
managers, and others are contributors 
of material along this line. 

Maybe the company is observing an 
anniversary. That makes possible an 
annual report glancing backward a 
generation or more, with pictures of 
Then and Now. 

It may be that rates or prices have 
come down, which in these days would 
be a cause for rejoicing. But rates may 
not have advanced as much as people 
imagine. They may still be reasonable 
measured by other prices. There are 
rate reductions going on right now that 
the public never hears about unless the 
facts are spotlighted. Example—while 
telephone bills in most areas have been 
increasing, the territory in which the 
subscriber can dial without toll calls 
has also been increasing, definitely a 
rate reduction. 

These are details interesting to the 
people who nowadays read annual re- 
ports, and they are being included 
along with the balance sheet facts, be- 





e 


cause the public wants to read them 


BS Ban first “modern” company re- 
port in this country was published 
fifty years ago by Judge Elbert H 
Gary, of U.S. Steel. “Big Steel” was 
probably the first corporation to get 
mass stock ownership, and there was 
some complaint that it did not 
give stockholders enough information. 
Judge Gary issued a report full of 
facts, illustrated with diagrams and 
pictures—and this was before the first 
public relations specialist was born. 
The public liked that, and the press, 
but the judge’s directors criticized it as 
catering to popular whims. So the 
judge toned it down a little, but still 
published such interesting reports that 
presently other corporations followed 
his example. 

At that time there was a young man 
in Chicago publishing a financial jour- 
nal. who had the idea that corporations 
belonged to the people who owned 
their stocks. Louis Guenther made that 
a principle in his Financial World, 
later moved to New York, and out of 
it eventually grew this publication’s 
“Oscars,” started modestly about a 
dozen years ago by Weston Smith, 
executive vice president of the publica- 
tion. 

In 1941, Mr. Smith and a group of 
interested people read a few hundred 
company reports and decided that only 
sixteen were praiseworthy from the 


“ONCE upon a time, the annual report was mostly a sheet of 
paper with some figures, that the bookkeeper handed to the 


Old Man, who read it to the shareholders assembled at the 
annual meeting. After some criticism, if the dividend was 
satisfactory, it was approved and forgotten.” 
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standpoint taken by the financial jour- 
nal—that corporation reports should 
sell free enterprise, the competitive 
American economy. By 1952 this had 
grown to 5,000 reports read, out of 
which 1,658 were deemed meritorious, 
worthy of awards and commendation. 
These commendable reports were clas- 
sified in 100 categories of business. 


¢ oe reports are now rated on 
readability, public interest, typog- 
raphy, art work, and the like, in addi- 
tion to the basic balance sheet infor- 
mation, which is never lost sight of. 
The judging is done by a committee 
of twenty security analysts who are 
members of a professional society. 
They work for investment houses, and 
their regular job is scanning corpora- 
tion documents as investment advisers. 
The “Oscars” are a sort of busman’s 
holiday activity! 

These specialists are statisticians at 
heart. They admire fine printing, 
clever illustrations and charts, and a 
good ringing president’s message. But 
they never lose sight of the financial 
statement. That may be diagrammed, 
illustrated with drawings, photo- 
graphs, cartoons, and other allure- 
ments, but nothing in the financial 
statement may be exaggerated, mis- 
represented, or glossed over. Whatever 
is played up for reader interest must 
be in the balance sheet itself. 

Some corporations get out highly 
readable reports, but on analysis are 
discovered trying to sell the share- 
holders a bill of goods, or are taking 
credit for maintaining our profit sys- 
tem. This is not considered cricket. 
The best way to sell the profit system 
is to show that the company is serving 
the public. 


(,™ silver, and runner-up awards 
are made for the best, second and 
third best reports put out by manu- 
facturing, transportation, utility, fi- 
nancial, consumer goods, and mer- 
chandising companies, plus merit 
awards for the best reports in indus- 
tries ranging from aircraft to water 
companies. All features of a report are 
weighed, from the cover to the meth- 
od of distribution, and recently a com- 
plete manual covering every detail of 
production for annual reports has been 
compiled." 

The annual report audience has been 
analyzed by this group of specialists, 
who report that there is, first of all, 
a small, hard core of active company 
supporters who are fully informed 
about its affairs, have confidence in the 
management, and who take the long- 
range view of things, so they are not 
disturbed by ups and downs in earn- 
ings. 

Next, there is another group that 
pays little attention to reports, knows 
little about the financial condition of 
the company, yet hangs onto its shares 
and makes no trouble. 

Third, there are critical sharehold- 
ers who can make themselves nasty, 
and dangerous. If they do not like the 
report or the dividend, they will sell 
their holdings. If enough of them sell, 
the stock market will reflect it, and 
others take it as a signal to sell. These 
analysts say such critical shareholders 
are seldom well-informed—which 
might mean that company reports 
have not been doing a good job. 

But nowadays there are other “pub- 


1 Shareholder Relations Manual, edited by 
Weston Smith. Guenther Publishing Corpo- 
ration, 86 Trinity place, New York 6, New 
York. Price, $1. 
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Talking to Employees via the Mrs. 


667, MpLoyveEess are ‘labor.’ Nowadays on the march, labor has voting 

power, and needs to be informed about taxes, government regula- 
tion, operating costs, competition, and markets. Company reports deal 
with these things, and are mailed to homes for family reading. About 
half of the average corporation’s shareholders are women, and that 
proportion probably holds true of employee families, so the feminine 
audience is important. A man’s work is definitely affected by his women. 

Reports are planned from their viewpoint.” 





lics” besides shareholders, and more 
are being discovered every year. 


MPLOYEES Often outnumber share- 
holders, whether owning stock or 
not, and reports bear upon their jobs, 
often cradle-to-grave livelihoods, and 
even father-to-son. Employees are 
“labor.” Nowadays on the march, 
labor has voting power, and needs to 
be informed about taxes, government 
regulation, operating costs, competi- 
tion, and markets. Company reports 
deal with these things, and are mailed 
to homes for family reading. 

About half of the average corpora- 
tion’s shareholders are women, and 
that proportion probably holds true of 
employee families, so the feminine 
audience is important. A man’s work 
is definitely affected by his women. 
Reports are planned from their view- 
point. 
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Another large public consists of the 
financial houses and investment ad- 
visers. There are now around 40,000 
of the latter, in banks, brokerage 
houses, investment trusts, insurance 
companies, and business generally. 
They study reports in detail, and their 
conclusions influence the buying and 
selling of a company’s shares. 

There are financial editors of news- 
papers who print thousands of reviews 
of annual reports, picking up items of 
popular interest, maybe in the presi- 
dent’s message or the balance sheet. A 
company may have local branches, or 
be a large purchaser of local materials. 
There are also the editors of financial 
journals, who influence the climate 
that attracts investors in a corpora- 
tion’s stock—or otherwise. 

Reports have wide circulation 
among legislators, regulatory com- 
missioners, foreign consuls, U. S. 


776 

















THE ORDEAL OF THE ANNUAL REPORT 


diplomatic and commercial representa- 
tives abroad, government departments, 
and other official or political quarters. 

Where the company manufactures 
consumer goods, such as_ foods, 
clothes, household appliances, auto- 
mobiles, its report may be mailed to 
large general lists of consumers, dis- 
tributors, and merchants. This is an 
audience reached directly with reports, 
and indirectly through interesting ma- 
terial that newspapers reprint. 


S° reports may be made interesting 
even to youngsters, by means of 
news and color photography, animated 
diagrams, cartoons, views of plant and 
workers, huge machines and installa- 
tions, strange lands and customers who 
purchase products, and from which 
materials come, and so forth. 

So far, “cheesecake” has been little 
used, mostly where it belongs, as in 
reports of corporations in show busi- 
ness. But there are promotion-minded 
fellows with a hand in getting out re- 
ports who would probably be willing 
to try it out. The Old Man writing his 
annual message to the shareholders, 
pin-up girls looking on, maybe one 
perched on the corner of his desk. 
“The company has customers in Holly- 
wood...” 

Will the company report ever go 
comic book? 

These easy-to-get-a-story periodi- 
cals already are being widely used for 
product and other promotions. This 
is a medium in which the public likes 
to acquire information. Comic book 
writers and artists would easily trans- 
late balance sheets, president’s mes- 
sages, and other details into strip 
sequences. 

It is not as farfetched as it might 
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appear, because there are times when 
corporations need employee and popu- 
lar understanding of problems. We are 
right in the middle of such times as 
far as utility corporations are con- 
cerned, with the rate problem, the pub- 
lic transit problem, and other issues 
that have got into politics and the 
emotions. 

Utility managements find the public 
indifferent to facts. They feel that they 
have somehow failed to get the facts 
before the general public. Have they 
been talking the general public’s lan- 
guage? Comic books are one such 


language. 


Mz of the turmoil of getting out 
the report occurs in the presi- 
dent’s message. The Old Man has to 
talk conservatively, be the voice of 
management, and some of the eager 
helpers who try to popularize the re- 
port, outside of his message and the 
balance sheet, would dearly love to 
stuff him and put him in the show 
window. 

Talking off the cuff, the Old Man 
is a human being. He came up from 
a job in the warehouse, or started as 
a young engineer with a field crew. 
All day long he sits making decisions, 
decisions, decisions, meeting toughies 
dumped on his desk by competition, 
legislation, labor. He is human, but 
seven-tenths submerged, so at times he 
resembles an iceberg. But get him to 
talk at a dinner, and he will stand up 
there on his hind legs and make a good 
skit of his daily tribulations. 

If he could only talk like that in his 
annual message! 

However, probably if he did, his 
readers would say, “He must have a 
ghost writer.” 
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Who generally has charge of get- 
ting out the report? According to the 
specialists who read thousands of 
them every year, top brass does the 
job four times in ten—the Old Man 
in person, or a vice president, or the 
chairman of the board. After that, it 
is a job for the secretary, the treas- 
urer, the public relations man, or a 


huddle. 
H should the report be handled 
—by a muster of department ex- 
ecutives to meet a deadline, or by 
keeping it in the works all year? There 
are advantages in the latter method. 
These specialists have drawn up a 
chart with five stages to be followed: 
ideas and planning; themes and copy 
writing; design and layout; pictorial 
features; printing. It is well adapted 
to all-year handling. 

What is the best page size? A letter 
size is recommended, as most conven- 
ient for filing, reading, accommoda- 
tion of charts and illustrations, and 
general arrangement. Over the years, 
reports have been many sizes and 
shapes, from 3-by-5 inches to 9-by-12. 
Small-page reports were planned with 
the idea that they would be slipped into 
the pocket and read when convenient. 
But they do not provide enough space 
for financial statements, and besides 
annual reports are not pocket reading. 
Too large a page size makes hard 
mailing and reading. 


e 
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How does a company set about win- 
ning an “Oscar”? 

These analysts advise a complete 
presentation of finances first of all. 
They may be interpreted in any way 
that makes them attractive and clear, 
but without misrepresentation of the 
arithmetic. The president’s message 
should be interesting to read, not too 
long. The printing should be good 
quality. 

Reports fall short of even honorable 
mention by lacking full financial in- 
formation, and by poor presentation 


in art work and printing. 
_ is fast growing up a thriv- 
ing annual report industry, which 
takes over the whole job, and there 
are consultants, photographers, writ- 
ers, engravers, printers, paper houses, 
and others offering special services. 
Probably $1 per copy would be a con- 
servative cost for the millions of re- 
ports in circulation today, so this is an 
industry with a sound money basis. 

A far cry from the original com- 
pany meeting, of which there is a fine 
example in John Galsworthy’s For- 
syte Saga.* 

Old Jolyon is chairman of the New 
Colliery Company, which has not been 
doing well. Its mine superintendent 
has lately committed suicide. Old 
Jolyon proposes a payment of 5,000 
pounds to the widow. The meeting is 


2 The Man of Property, Chapter 5. 


“Mucu of the turmoil of getting out the report occurs in the 
president's message. The Old Man has to talk conservatively, 
be the voice of management, and some of the eager helpers 
who try to popularize the report, outside of his message and 
the balance sheet, would dearly love to stuff him and put him 


in the show window.” 
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THE ORDEAL OF THE ANNUAL REPORT 


held in a small room, to be unattractive 
to shareholders, and exclude the press. 

“What business has the public with 
company concerns?” asks Old Jolyon. 

“What our shareholders don’t know 
about our affairs isn’t worth know- 
ing,” agrees the sad-eyed company sec- 
retary, ‘“Down-by-the-Starn Hem- 
mings.” 

“Don’t talk nonsense, Hemmings. 
You mean that what they do know 
isn’t worth knowing.” Old Jolyon 
detested humbug. 

One shareholder opposed the pay- 
ment—but he always came to make 
himself nasty. 

Another protested that it was not 
enough—he was the late superintend- 
ent’s brother-in-law. 

Then a bit of John Bull arose, mov- 
ing that the payment be struck from 
the report as sentiment—not business. 
This echoed the John Bull in several 
other shareholders, but nobody sec- 
onded the motion, and Old Jolyon 
quickly got the report passed, payment 
and all. 


Those were the days! 
In this country, and at this era, they 
are gone forever. 


6 ‘H' ! There are only two things 

that people read in a report,” 
declared the stranger in the smoking 
compartment. “How much money did 
the company make? What is the divi- 
dend ?” 

“How about employees — they 
should know something about the com- 
pany they work for.” 

“All mine are interested in is their 
pay checks.” 

“What about your stockholders— 
don’t they want to go into conditions ?” 

“T’ve never heard them ask.” 

“You must be interested in the mar- 
ket for your stock.” 

“Never look at the ticker. I am my 
company. I own it lock, stock, and bar- 
rel. There is never any argument at 
my annual meetings!” 

Dimly, the ghost of Old Jolyon is 
still around. 

But more spectral and attenuated. 





Popular Astigmatism on Public Subsidy 


¢ lh <> are groups of citizens, well meaning in the main, 

who espouse some one service rendered by government 
—whether it be education, libraries, hospitals, or some other 
valuable service—but whose espousal is so single-minded, so 
myopic, and therefore so unreasonable, that they are quite ready 
to sacrifice every other service in order to promote the service 
to which they give their undivided loyalty . . . In that field only 
ever-increasing appropriations are acceptable to them as a 
remedy of all evils. They do not understand the competition of 
public services for the tax dollars because they do not see all the 


public services; they see only one... 


3”? 


—HAaro_p RIEGELMAN, 
Acting Postmaster 
of New York city. 
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Uncle Sam’s Atom Power Plant 


- was with mixed feeling but little 
surprise that the electric industry 
learned about the decision of the Atomic 
Energy Commission to go ahead with 
the building of a reactor plant using 
nuclear energy to develop electric power 
for commercial supply at public sale. The 
announcement was made by a good 
friend of private enterprise, who spiced 
his speech liberally with warnings against 
military control, socialized armament, 
etc. He even took the occasion of the 
electric industry’s own Public Informa- 
tion Program Workshop Conference, at 
the Edgewater Beach hotel in Chicago 
on October 22nd, to broadcast the news. 
The speaker was Commissioner Thomas 
E. Murray of the Atomic Energy Com- 
mission, who told the nearly 200 utility 
officials (mostly public relations special- 
ists) that such commercial power de- 
velopment would have to be started as a 
Federal enterprise. 

This was the fly in the ointment: The 
government will finance and own the 
plant to be built somewhere in the Mid- 
west by Westinghouse, probably near 
Portsmouth, Ohio. Private enterprise 
will be encouraged to participate in de- 
veloping operating know-how. A good 
many leaders of the industry had hoped 
that some way would be found to launch 
such a project the other way around— 
letting private industry build and own 
the facilities but utilizing government 
technical operating assistance. They re- 
gretted to see this first important step 
being taken with Uncle Sam having own- 
er’s title in fee simple and a proprietary 
foot in the door, on the threshold of a 
new and adventurous industrial era. But 
there were three reasons why AEC had 
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Washington and the 


Utilities 


reluctantly come to the conclusion that 
it must go ahead on a federally financed 
basis: 


(1) The present law, which would 
have to be changed and which Com- 
missioner Murray admitted he would 
like very much to see changed in some 
respects. 

(2) The overriding urgency, for 
propaganda purposes, of the United 
States getting out ahead of the Iron 
Curtain countries with the develop- 
ment of peacetime constructive use of 
nuclear energy, as distinguished from 
its use for lethal weapons. 

(3) The fact that the tremendous 
expense in the early stages of develop- 
ment would probably involve the 
necessity for some degree of Federal 
financing anyhow. 


The proposed 60,000 kilowatts of elec- 
tricity (to serve a city from 60,000 to 
100,000 population) would cost any- 
where from $20,000,000 to $60,000,000 
—meaning a cost of five or six times the 
conventional power plant cost of $75 to 
$100 per kilowatt. 


ye being the case, utility leaders, 
generally, seemed resigned to accept- 
ing Murray’s announcement as the most 
practical way of getting a commercial 
power plant started under the present 
law. They will doubtless co-operate as 
well with Murray’s expressed intention, 
on the part of the commission, to press 
for changes in the law which would open 
the door and facilitate private investment 
in the future. 

Murray denied that the AEC would 
encourage military domination of nuclear 
energy development. On the contrary, he 


780 
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was very emphatic on the importance of 
over-all civilian control, even with re- 
spect to military objectives. The fact that 
the new reactor plant will be supervised 
by a Navy Admiral was only a co- 
incidence, springing from the fact that 
the naval officer in question was the most 
experienced and capable person avail- 
able. 

“He brings nothing from his Navy 
background but his title,” said Murray. 
The reference was to Rear Admiral 
Hyman G. Rickover (USN), who spear- 
headed development of the atomic sub- 
marine. 

Murray referred to the disastrous re- 
sult of socialization of French arma- 
ment and aircraft during World War II. 
The result was France’s pathetic defense 
effort behind her pathetic Maginot Line. 

The Westinghouse Electric Corpora- 
tion will build the reactor, following a 
design inherited from a naval project, 
according to Murray. The AEC has also 
invited private firms to invest in the con- 
ventional steam and turbine portions of 
the project and to run the works when 
it’s finished. But the plant will bear the 
seal : “Property of the United States gov- 
ernment.” And so, for the time being 
at least, atomic energy will remain a Fed- 
eral monopoly. 

The most cheering aspect from the 
industry’s point of view was Murray’s 
statement that the program “will fall far 
short of what is needed unless we enlist 
in this cause the cost-cutting drives, the 
know-how, skills, and competition of 
many segments of America’s business 
and industry.” Eventually, he predicted, 
industry will take over the bigger share 
of the program. That’s what industry 
wanted to hear. “I’m very pleased,” com- 
mented F. P. Williams, president of the 
Missouri Power & Light Company. “He 
made it plain that the government has 
no idea of setting up a power monopoly.” 


Atomic Public Relations 


HE PIP workshop panel session, 
which followed the luncheon ad- 
dress by Commissioner Murray, threw 
some more interesting light on the prob- 
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lems involved in harnessing nuclear 
energy for purely utilitarian purposes. 
The panel, conducted by Fischer Black, 
editor of Electrical World, consisted of 
Dr. John J. Grebe, research director, 
Dow Chemical Company ; Titus Le Clair, 
managing engineer, Commonwealth Edi- 
son Company ; Jerome D. Luntz, editor, 
Nucleonics; Dr. Joseph Platt, of the 
University of Rochester ; and George H. 
Tuttle, public information director, The 
Detroit Edison Company. 

The sessions following the brief state- 
ment by panel members primarily in- 
dicated that the utility public relations 
men are going to have their hands full 
solving ticklish problems in their fields 
when the atom is ready to go to work for 
the electric company. Furthermore, de- 
spite an advance period of at least three 
or four years, now is not too early to 
start thinking about what to tell the pub- 
lic and how. 

From this public relations standpoint, 
the following points of interest were de- 
veloped: First, an aggressive campaign 
must be conducted to dispel the myth of 
“cheap” electricity which is popularly 
expected to result automatically from the 
introduction of nuclear energy sources 
of fuel. Even if, as, and when nuclear 
reactor plants are perfected to a point 
of economic comparative performance 
with conventional power plants, the re- 
sult would simply be the substitution of 
one fuel for another (uranium for coal). 
This constitutes a very small fraction of 
total cost of electricity to the consumer. 
Therefore, the effect on rates (which 
must include such other major factors as 
transmission, distribution, etc.) would 
be negligible under present conditions of 
electric consumption. Of course, the 
long-range possibility of vastly increas- 
ing per customer consumption could 
present a very different rate picture, but 
that is still very much in the realm of 
economic speculation. 


ECOND point developed was the pub- 
lic relations job which will have to 
be done on the safety factor. A good 
many people have been frightened by 
fantastic stories of sudden death by 
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radiation and fears of explosions, etc. 
But it was pointed out that if a nuclear 
reactor can safely run a submarine with 
a crew of many men in close proximity 
it certainly can be safely operated in a 
stationary building. Safety precautions 
and procedures are bound to be de- 
veloped which will make the operation of 
nuclear reactors no more of a hazard to 
the community or to the employee than 
the conventional plant. In fact, ill- 
grounded fears along these lines must 
be dissipated if all the benefits of by- 
products of nuclear energy are to be ob- 
tained. In order for such by-product 
advantages as central heating to be 
realized, the plants will have to be located 
right “downtown” instead of in some 
remote area. The experts seem to think 
the reactor plant would be a good, safe, 
“neighborhood” citizen of the commu- 
nity—not to mention a considerably 
cleaner one than some of the smoke 
belchers of bygone days. 

Third, the atomic plant will be a 
natural target for potential competitive 
fuels, such as oil, gas, and coal. The point 
made here was that the electric industry 
will need so much productive capacity 
during the foreseeable years ahead— 
from any source whatever—that its own 
fuel demands will not be slackened. 
What the long-range effects might be if 
unlimited quantities of electricity should 
become available for heating purposes 
(and the resulting impact on natural gas, 
oil, and coal) were not elaborated. But 
the mere mention of these factors sug- 
gests plenty of public relations headaches 
when the nuclear plant becomes an estab- 
lished operational facility for the elec- 
tric industry. 


¥ 


Gas Rate News Still Fair 


‘ b- gas utility operating folks heard 
a lot of encouraging industry mes- 


sages at their recent annual convention in 
St. Louis. (See “The March of Events,” 
page 803.) But as far as significance to 
the gas utility company investor is con- 
cerned, he probably found no feature on 
the program of greater interest than the 
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comments on rate regulation by FPC 
Chairman Kuykendall. 

Following the line taken in two earlier 
addresses at Houston (Pustic UTIL- 
TIES ForTNIGHTLY, November 5th issue, 
page 734), Chairman Kuykendall seems 
to be truly concerned over the need for 
reassuring the investor that he can ex- 
pect fair treatment at the hands of all 
honest regulators. He referred to com- 
plaints which regulatory commissions 
frequently receive about “failing to stem 
the inflationary tide” —by blocking utility 
rate increases. He declared that the FPC 
“has no authority to compel a utility 
under its control to absorb the additional 
expenses brought about by inflation and 
to render the customer immune from 
them.” He said this would be no more 
sensible or just than the freezing of farm 
prices at a level which would impoverish 
the farmer. 





sh FPC chairman pointed out that, 
under prevailing court decisions, 
commissions have the responsibility and 
duty of maintaining investor confidence 
through the careful exercise of their dis- 
cretion in fixing the rate of return be- 
tween the margin of reasonableness and 
outright confiscation. He touched on one 
other interesting point which a good 
many regulators would prefer to skip, 
unless absolutely forced to discuss it. 
That is the question of rewarding man- 
agerial efficiency (through upward ad- 
justment of the investor’s return) as dis- 
tinguished from diverting all resulting 
earnings to the customer (through 
downward adjustment of the customer’s 
rates). He noted that the latter policy 
might serve to discourage further invest- 
ment. The FPC boss admitted that he 
had no ready answer, but he added: 
“This problem deserves further study.” 

Solution to the problems of the natural 
gas business lies in congressional legisla- 
tion which would prevent the FPC from 
regulating the production and gathering 
of natural gas, according to Hines H. 
Baker, president of the Humble Oil & 
Refining Company, Houston, Texas, 
who also addressed the St. Louis con- 
vention. 
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Exchange Calls 


And Gossip 


REA Interest Rates to 
Remain Low 


HE Rural Electrification Adminis- 
tration does not favor an increase 
in the 2 per cent rate of interest on its 
telephone and electric loans. REA Ad- 
ministrator Nelsen takes the position 
that any increase above the current 2 per 
cent rate would hamper the job of put- 
ting telephones and electricity in the 
farms. His statement on the subject 
squelched speculation that REA was 
planning to follow the Department of 
Agriculture’s lead in raising interest 
rates. The department recently boosted 
interest charges on farm price support 
loans from 34 per cent to 4 per cent. 
The Bureau of the Budget reportedly 
asked the department to re-examine its 
interest rate policies. The bureau is 
known to feel that it is “inconsistent” for 
REA rates to be lower than the interest 
which the Treasury pays for its money. 
But Nelsen has definite reasons for 
maintaining the present low rates on 
REA loans. In explaining his stand, 
Nelsen pointed out that the rural tele- 
phone program is still in its early stages. 
Rural telephony involves, in general, ex- 
tremely narrow margins of loan feasi- 
bility. Nelsen doubts that the rural tele- 
phone job, which Congress and the 
people expect, could be done if the inter- 
est rate were raised. The 9 per cent of 
the nation’s farms which remain to be 
electrified are unusually difficult to reach 
from the standpoint of loan feasibility 
and an increase in the interest rate would 
only make the task more difficult. 
Finally, Nelsen noted that the interest 
collected from REA borrowers over the 
18-year life of the REA program has 
been sufficient to cover interest paid by 


783 





the Treasury on long-term borrowings, 
and there has thus been no loss to the 
government. 


<p statement regarding interest 
rates was the latest in a series of 
pronouncements by REA officials de- 
signed to clarify REA policies. Earlier, 
Nelsen told the annual convention of the 
United States Independent Telephone 
Association in Chicago that, while REA 
prefers private industry to conduct the 
telephone and electric businesses of the 
country, both telephones and power will 
be provided to the farmer by REA if 
industry fails to do so. He emphasized 
that REA intends to co-operate with 
private industry, but fully expects indus- 
try to reciprocate. 

Nelsen has devoted considerable time 
to a series of speeches before co- 
operative and private groups, in an effort 
to counteract the impression that he had 
moved into the REA to turn its busi- 
ness back to private companies. He told 
the USITA convention: 


We want to encourage you men of 
the industry to develop your telephone 
systems to serve the farmers wherever 
this service is asked. Wherever neces- 
sary, we will make loans to you if the 
capital is a problem. It is not our pur- 
pose to get into the telephone business. 
It is our purpose to get a telephone 
for the farmer. We hope the industry 
steps forth and meets the challenge 
of the job. I wish to state, however, 
that we do not propose to sit idly by 
and see the job go undone. 


Nor does REA intend to permit a 
“cream-skimming” operation to develop 
that would “deprive farmers of the pos- 
sibility of developing feasible projects,” 
NOV. 19, 1953 
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Nelsen stated. “We urge you to do the 
job and we hope you do it right.” Nelsen 
scorned critics who have termed the 
REA program socialistic. “We some- 
times run int criticism on the ground 
that rural telephone and electric pro- 
grams are subsidized or socialistic or 
even worse,” he noted. But he said the 
process of forming co-operatives has 
occurred over and over again in many 
parts of the country when necessity de- 
manded it and, though sometimes things 
develop out of such undertakings that 
could and should be criticized, Nelsen 
said by and large the farmers are gen- 
erally “tolerant and fair.” 


RAISING the fact that 91 per cent of 

the nation’s farms are now electrified, 
Nelsen said he was sure that “similar 
developments in the telephone field will 
be possible. We hope a great portion of 
the work will be done by the industry. 
In any case, we intend to see that the job 
moves ahead as rapidly as practicable.” 


Concluding, Nelsen stressed the desire - 


of REA to co-operate with the telephone 
industry. “I want to point out, however, 
that co-operation works both ways and 
that we are entitled to co-operation from 
the industry in return.” 


¥ 
Hoosier Co-op Sells Property 


TS Hoosier Telephone Co-operative 
of Indianapolis, REA’s largest tele- 
phone borrower, will sell its properties to 
two commercial telephone companies. 
Thirteen of the fifteen rural telephone 
companies owned by Hoosier would be 
sold to Indiana Bell Telephone Com- 
pany. The other two, located in Illinois, 
will probably be sold to the Champaign 
County Telephone Company, also an 
REA borrower. 

The Hoosier co-op was formed in 
May, 1952, by 10 REA-financed rural 
electric membership corporations in 
Indiana to improve and expand tele- 
phone service in the area they serve with 
electricity. Ultimately, Hoosier had 
planned to serve about 16,500 rural tele- 
phone subscribers. To finance the pro- 
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gram, the co-op obtained an REA loan 
of $6,618,000, which made it REA’s 
largest borrower. Investments by the in- 
dividual electric membership corpora- 
tions provided the local equity required 
in connection with the loan. 

As a first step in this program, 
Hoosier purchased the stock of 15 small 
telephone companies known as the West 
Side properties of the John T. Detchon 
estate. These companies now serve 
about 12,000 subscribers with largely 
outdated facilities. The properties were 
for sale by court order and the co- 
operative was the only bidder. The 
Indiana Public Service Commission 
approved the sale in December, 1952. 
Loan funds of $778,000 were ad- 
vanced to consummate the sale, and 
Hoosier began operation of the Detchon 
properties. 


OWEVER, in January, 1953, before 

Hoosier’s rehabilitation program 
had begun, an Indiana citizen and 
two independent telephone companies 
appealed the Indiana commission’s de- 
cision to the Indiana state courts. This 
action had the effect of stopping any 
new building or rehabilitation of old 
facilities. Last July, the directors of 
Hoosier requested a conference with 
REA officials in Washington and indi- 
cated that in view of the delay caused 
by the lawsuit, they would be interested 
in selling the Detchon properties if they 
could receive assurance that Hoosier’s 
plans would be carried out promptly. 

The outcome was a series of confer- 
ences between Hoosier and Indiana Bell 
officials, leading to the negotiation of the 
sales agreements that were subsequently 
submitted for REA approval. This 
approval is required because the Detchon 
stock is held by the government as par- 
tial security for the loan. The court 
appeal of the Indiana commission’s 
decision has been withdrawn. 

REA already has indicated it approves 
the transaction in principle since it 
would substitute private capital for about 
$6,000,000 in Federal loan funds. How- 
ever, REA is waiting to be sure that the 
purposes of the rural telephone law are 
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carried out and the needs of the rural 
people in the area are met. Accordingly, 
REA and the office of the solicitor are 
reviewing the proposal carefully to 
assure that the purchasers will carry out 
promptly the same plan of rural tele- 
phone development that Hoosier had 
planned in west central Indiana and 
eastern Illinois. 

In commenting on the sale proposal, 
REA noted that it will be possible to 
rescind a substantial part of the Hoosier 
loan if the sale is approved. In effect, 
this would double the value of loan funds 
to rural people since Hoosier’s plan will 
be carried out with private capital and 
the funds will be available to REA for 
lending where necessary in other areas. 


> 


TV A Launches Giant 
Radio Relay System 


pe Tennessee Valley Authority is 
extending its own communications 
system to help meet needs arising from 
its present expansion of power opera- 
tions. The first links in a projected sys- 
tem of 732 miles of microwave radio re- 
lay channels have been put into opera- 
tion at an estimated cost of $705,000. 
The remaining links in the 732-mile fa- 
cility are to be completed during the next 
two years. These additional projects, 
which will cost a little more than a mil- 
lion dollars, have received official ap- 
proval and most of the equipment has 
been purchased. C. E. Farmer, chief of 
TVA communications engineering 
branch, said the new microwave channels 
would not replace any present facilities, 
but would provide main trunk channels 
for key terminals on the system. 

In addition to the new microwave 
channels, he said, TVA is also extending 
its communications web with the addi- 
tion of several hundred miles of tele- 
phone lines, power line carriers, and 
other types of circuits. “The major part 
of our communications expansion is be- 
ing provided by microwave,” Farmer 
said. “Microwave was selected because 
of economy of construction and the di- 
versity and reliability this type of fa- 


cility will add to our system.” The new 
installed microwave links will carry five 
telephone circuits and one teletype cir- 
cuit, with an ultimate capacity of 22 
telephone and 19 teletype or telemeter- 
ing circuits. The new circuits will tie in- 
to TVA’s present communications sys- 
tem of 12,000 miles of telephone cir- 
cuits and 2,000 miles of teletype circuits, 
all of which are operated by TVA inde- 
pendent of regular common carrier 
phone systems. 

TVA’s first microwave links were 
manufactured and installed by Federal 
Telephone & Radio Corporation of New 
Jersey, manufacturing associate of In- 


ternational Telephone & Telegraph 
Company. 
¥ 
Bell System Plans New Long 
Lines Plants 


_ construction program, 
which would provide a new tele- 
phone plant in every state in the Union 
except South Dakota, has been submitted 
to the Federal Communications Com- 
mission for approval by the Long Lines 
Department of the American Telephone 
and Telegraph Company and thirteen 
Bell system associated companies. The 
proposed construction would be carried 
out in 1954 and would represent about 
one-quarter of the company’s program 
for that year. 

The additional facilities proposed in 
the application are required to meet in- 
creased demand for services. The pro- 
gram provides for 2,000,000 additional 
miles of telephone channels, 1,400,000 
more miles of private line telegraph and 
teletypewriter channels, and extensive 
additions to audio facilities for television. 
The company also plans to provide more 
telephone circuits in the Chicago and 
New York areas. Long Lines will bear 
$25,000,000 of the total proposed ex- 
penditures outlined in the application. 
Major projects include the construction 
of a coaxial cable between West Palm 
Beach and Miami, Florida, and a tele- 
phone cable between West Chazy, New 
York, and the United States-Canadian 
border. 
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Recent Regulatory Trends, with 
Special Reference to the 
Bell System 


N a recent talk before the Public Util- 
ity Conference of Controllers Institute 

of America, H. R. Towles, assistant vice 
president of the American Telephone and 
Telephone Company, delivered a talk on 
“Significant Current Trends in Regula- 


tion,” which dealt largely with the regu- 


latory experiences of the Bell system. 

In the seven years ended 1952 the Bell 
system expended over $7.5 billion for 
new construction, and the 1953 amount 
is expected to reach $1.4 billion. The 
company has now installed about as many 
new phones as the total number in serv- 
ice before the war. During this period 
prices have at least doubled, and wage 
rates have gone up even more. As a re- 
sult both expenses and investment for 
the telephone system have been skyrock- 
eting. 

By 1946 the telephone companies real- 
ized that it was imperative to obtain rate 
increases, and since that time the Bell 
system companies have completed some 
180 rate cases. The rate increases ob- 
tained since 1946 (through 1952) were 
equivalent in net income to about $9 of 
the $11.45 per share earned in 1952. 
Some twelve or more additional cases are 
still pending and further increases will 
undoubtedly be necessary. 

Despite this superficially good show- 
ing, Mr. Towles felt that the results have 
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fallen far short of meeting requirements. 
He stated : 


Bell system earnings after dropping 
to a 43 per cent level in 1947, rose 
only gradually through the following 
three years, and even now are only 
hovering about the 6 per cent level. In 
the past, over years of high business 
activity we have earned 74 per cent 
and above. Our surplus per share, the 
necessary protection against future 
times of trouble, today is but $16, com- 
pared with the $33 with which we en- 
tered the 1930 depression. And the re- 
turn on each of our owners’ shares, un- 
like that in the industrial field, has not 
risen in number of dollars correspond- 
ingly as the value of the dollar has 
fallen. Our problem has been further 
complicated by the fact that deprecia- 
tion charges geared to an original cost 
base fall far short of recovering in a 
real sense the investment in the prop- 
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erty being consumed in the provision 
of service. 


Tt greatest difficulty in obtaining 
adequate rates, Mr. Towles believes, 
is the idea of some commissions that 
regulation can be reduced to a mechani- 
cal formula—a net rate base plus a “bare- 
bones” cost of money. “Regulation,” he 
said, “as a substitute for competition is 
an economic process . . . it must look 
through and beyond the accounting re- 
ports if it is to fulfill its designated func- 
tion of substituting governmental con- 
trols in the noncompetitive field for the 
market controls of the competitive field.” 

A major problem today is that the bal- 
ance sheet and the income statements are 
no longer geared together, since they re- 
late to a mixture of different sized dol- 
lars, he pointed out. Thus if original prop- 
erty costs are used as an earnings base 
without any adjustment for the changed 
— of the dollar, the end result is un- 

air. 

Moreover, depreciation accruals based 
on the nominal dollar investment are 
inadequate. This problem is further 
aggravated by applying a mechanical 
cost-of-money formula as a rate of re- 
turn. This approach tends to develop the 
lowest possible return which will escape 
the charge of confiscation. It does not 
make adequate allowance for the neces- 
sity of attracting capital in reasonable 
proportions to maintain a sound finan- 
cial structure, nor does it provide assur- 
ance that future credit will be main- 


tained. It does not adjust the rate to what 
other industries are currently earning, or 
to what is fair in relation to current eco- 
nomic conditions. 

The trend now appears, however, to 
be away from the purely mechanical 
method of rate making. The Illinois Su- 
preme Court took issue with the Illinois 
commission’s use of a net book rate base 
and a mechanical “interest plus divi- 
dends” rate of return formula, and di- 
rected the commission to determine the 
fair value of Illinois Bell Telephone and 
to abandon the formula as an exclusive 
guide. 

In the Peoples Gas Light Case the 
commission followed the court’s instruc- 
tions. 


N a similar case the Maine Supreme 

Court in January reversed the state 
commission’s use of net original cost as 
the earnings base. The court instructed 
the commission to recognize current cost 
as affecting the fair value of the com- 
pany’s plan. The Montana commission, 
in the Mountain States Telephone Com- 
pany Case, switched from net book 
value (original cost) to a fair value basis 
by giving some weight to reproduction 
cost less depreciation. The Maryland 
Court of Appeals, in December, 1952, af- 
firmed the fair value rule in that state, 
but unfortunately gave only token recog- 
nition to current cost, as the commission 
had done. In North Carolina the supe- 
rior court recently instructed the state 
commission to set the earnings base in 
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CURRENT YIELD YARDSTICKS 


1953 Range 1952 Range 

Recent High Low High Low 

2.77% 315% 2.77% 2.78% 2.56% 
13 3.43 3.01 3.08 2.93 


Latest available Moody indices are used for utility bonds and stocks ; Standard & Poor’s 


3.18 3.59 3.07 3.11 2.99 
3.42 3.72 3.23 3.31 3.21 
3.84 3.94 3.50 3.58 3.46 
4.16 4.45 4.01 4.24 3.94 
4.53 4.87 4.43 4.71 4.33 
5.40 5.72 5.01 5.62 5.07 
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accord with the fair value doctrine of the 
state. 

Attempts have been made in sev- 
eral states to change public utility stat- 
utes from a fair value basis (or a repro- 
duction cost basis in the state of Ohio) 
to net original cost. However, the legis- 
latures in all cases refused to make the 
change. 

An unfavorable development was the 
action of the New Jersey Supreme Court 
in upholding its commission’s adverse 
findings on reproduction cost evidence 
presented by the New Jersey Bell Tele- 
phone Company. This decision cited dif- 
ficulties of computing reproduction cost, 
and claimed that it sets an upper limit of 
value, and that reproduction cost could 
only be used if allowance were made for 
technological improvements. These argu- 
ments merely evade the issue. 


HE question of adequate deprecia- 

tion has also been a live current is- 
sue. “There is now barely general agree- 
ment,” Mr. Towles stated, “upon a 
measurement method which involves 
nothing more than escalation of book 
depreciation charges on the various vin- 
tages of plant to current dollar values 
by an index of general purchasing pow- 
er, probably the Consumers’ Price In- 
dex.” 

He recited several cases in which 
the companies have made a strong claim 
for depreciation adjusted to a current 
dollar basis. In the North Carolina case 
referred to above, the court instructed 
the commission to allow depreciation ex- 
pense in an amount “sufficient to restore 
currently the portion of capital invest- 
ment currently consumed.” However, 
this case has been appealed to the North 
Carolina Supreme Court. 

A number of witnesses (utility, indus- 
trial, and academic) have recently ap- 
peared before the House Ways and 
Means Committee in Washington asking 
that the Internal Revenue Code be re- 
vised to provide that the basis for com- 
puting depreciation allowance be ad- 
justed to give effect to changes in the 
purchasing power of the dollar. 


789 


Sx of the commissions, such as those 
in Utah and California, have had dif- 
ficulty in readjusting their ideas about 
depreciation. One argument is that the 
customer would be providing capital for 
investment in plant on which he would 
later be required to pay a return. This is 
obviously wrong, because no new capital 
is involved—merely a maintenance of the 
purchasing power value of existing 
capital. 

The utility companies “are asking 
only that the commissions give the same 
recognition to inflation as competitive 
industry has already received through 
the workings of the market, as labor has 
already received through collective bar- 
gaining, as recipients of Social Security 
benefits have already received through 
statutory revisions, and as the farmers 
have already received through the parity 
price mechanism.” 

Referring to the rate of return allowed 
in recent decisions, Mr. Towles saw 
some hopeful signs. Thus the U. S. 
Court of Appeals for the Eighth Circuit 
has reversed an FPC order which held 
the 54 per cent return for Northern Nat- 
ural Gas Company (figured by a “cost- 
of-money” formula) to be adequate. 
Later the FPC named 6} per cent as a 
fair rate of return in the United Fuel Gas 
Company Case. In the Florida Power 
Corporation Case a return of 6.45 per 
cent was allowed by the new state com- 
mission. 

a 


Proposed Changes in Proxy 
Rules 


‘To Securities and Exchange Com- 
mission has under consideration cer- 
tain amendments to its Proxy Rules un- 
der the Securities Exchange Act of 1934, 
relating principally to Rule X-14A-8. 
This deals with proposals which stock- 
holders may request managements to in- 
clude in their proxy material for con- 
sideration by security holders, and to 
Schedule 14A which specifies the infor- 
mation which must be included in proxy 
statements. The proposed changes would 
permit more time for managements to 
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consider the propriety of proposals sub- 
mitted, would spell out more specifically 
the types of proposals which could be 
submitted, and would permit omission 
for a certain period of time of proposals 
which have not made much progress in 
receiving security holder approval. 


XECUTIVES of many large corpora- 
tions in recent years have doubtless 


had to exercise considerable patience 
with stockholders who come up year after 
year with “pet” proposals. Sometimes 
these embody a theoretical “reform” pro- 
posal or in other cases they relate to some 
personal grievance or claim. There is a 
small group of what may be called “pro- 
fessional stockholders,” who have modest 
holdings in a large number of stocks and 
have the leisure time and energy to ap- 


e 


LIST OF BROKERS’ UTILITY ANALYSES* 


No. 

Company Analyses Firm Pages Issued 
Central Public Utility Corp. ...C. E. Unterberg, Towbin & Co. ........ 2 Sept. 
Central & South West Corp. .... Argus Research Corporation ........... 2 Sept. 
Central Vermont P. S. ........ SS rrr re 38 Oct. 
Cincinnati Gas & Elec. ........ Paine, Webber, Jackson & Curtis ...... 2 Aug. 
Columbia Gas System ........./ Argus Research Corporation ........... 1 Oct. 
Consumers Power Co. ........../ Argus Research Corporation ........... 2 Sept. 
Dayton Power & Light ........ Cg Bo Re eee 2 Aug. 
Detrost Edison Co, ......0ccceod Argus Research Corporation .......... 2 Sept. 
i tg Be a Re eS SF eee 4 Oct. 
General Public Util. ........... pS SSE eens 4 Oct. 
Gulf States Utilities .......... Argus Research Corporation .......... 4 Oct. 
Houston Ltg. & Pr. Co. ....... gg 8 eee rrr 6 Oct. 
Fiouston Lie. & Pr. Co. .......L. BF. Rote &@ Co. .....ccccccceces 4 Aug. 
Iowa Public Service .......... Paine, Webber, Jackson & Curtis ...... 2 Oct. 
Kansas Gas & Elec. .......... Paine, Webber, Jackson & Curtis ...... 2 Sept. 
Madison Gas & E. ............ Paine, Webber, Jackson & Curtis ...... 2 Sept. 
New England Gas & E. ....... eg err 2 Sept. 
Niagara Mohawk Power ...... CO SNE dsccwnecssccacsccewes 28 June 
MIE an oh os aren sine de.s Argus Research Corporation .......... 4 Sept. 
Tennessee Gas Transmission ... Argus Research Corporation ........... 2 Oct. 
Utah Power & Light ......... Paine, Webber, Jackson & Curtis ...... 2 Oct. 
Utah Power & Light ......... ore 1 Oct. 
EE SID ocx ov uss cccoeses EE SR gcscasusinWe suid dinenee 4 Sept. 
Wisconsin Elec. Pr. Co. ....... |e 9 ee eer eee 1 Aug. 

Regular Bulletins and Tabulations 
Pub. Util. Common Stocks ....G. A. Saxton & Co. ...........0..008- 2 Sept. 
Comparative Tables of Elec. 

eae Os ee eee 2 Sept. 
Public Utilities Bulletin ........ Bet, TE GEG, 6 sce ciccsccccsse 10 Oct. 
Elec. & Gas Utility Co. 

Common Stocks ............. First Boston Corporation .............. 11 Oct. 
Monthly Review of Utility 

errr DUE GRE. vic ssiiniescscesacevses 4 Oct. 

General Topics 
Elec. Util. Co. Common Stocks . Goodbody & Co. ............c ce eeeeeee 11 Aug. 
Independent Telephone Cos. ....G. A. Saxton & Co., Inc. .............. 3 Aug. 
Natural Gas Pipelines— 

Recent Developments ........ IE Gir UM bn cncesxnevcsesecraee 3 Oct. 
Outlook for Natural Gas 

NE, cian edad ges bue-Kbe Shearson, Hammill & Co. ............. 4 Sept. 
Interest Rates Now Favor 

EEE. sans dca edinciacde Oe 8 re 7 Oct. 


*Similar lists have appeared in the issues of September 10, June 4, and February 26, 1953; 
during 1952 in the issues of December 4th, October 9th, July 17th, April 24th, and January 31st; 
and in preceding years. 
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pear at many annual stockholders’ meet- 
ings to press such proposals. The changes 
in the proxy rules now proposed (see 
SEC Release No. 4950, dated October 
9th) would help to relieve this situation, 
while leaving the door open for worth- 
while proposals which obtain general 
stockholder support. The SEC asked “all 
interested persons” to submit their views 
and comments on the proposed amend- 
ments in writing by November 13th. 
The proposed amendment of Schedule 
14A is designed to state more precisely 


the nature of the information required to 
be furnished with respect to the nomi- 
nees and the management, their remu- 
neration, and transactions with issuer. 


| gg ny in connection with this 
move, the American Society of Corpo- 
rate Secretaries, Inc., has recently issued 
a study entitled “Analysis of Stock- 
holder-Proposed Resolutions Submitted 
under Rule X-14A-8 of the Securities 
and Exchange Commission.” The rule 
became effective in January, 1943, and 
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VALUE OF PUBLIC UTILITY SECURITY OFFERINGS 


Nine MONTHS ENDED SePpTemBER 30, 1953 


(1N THOUSANDS) 









































BY TYPE OF SECURITY 
TOTAL 
CAPITAL LonGc-TERrm PREFERRED Common 
FINANCING Oesrt STocK STOCK 
AmounT * AmOuNT * AmounT * AmounT * 
BY TYPE OF UTILITY: 
Evectaic $1,984,770 67 $1,352,450 67 $186.829 62 $445,491 70 
Gas 767.222 26 515,822 25 107,330 35 144,070 23 
TELEPHONE 206.644 7 152,125 8 7,000 2 47,519 7 
OTHER 10,550 8.925 1.625 ‘ - 
TOTAL $2.969.186 100} $2,029,322 |100 $302.764 eke) $637,080 100 
BY TYPE OF SALE: 
Pusric (Oirecr) $1,505,835 51 $1,037,350 51 $230 885 76 $237.600 37 
PRIVATE 965.775 32 924 175 32 41.600 14 . - 
SuBSCRIPTION 497.576 17 67.797 17 30.299 10 399,480 63 
TOTAL $2.969,186 100 $2,029,322 |100 $302,784 100 $637,080 100 
BY PURPOSE OF SALE: 
New Money $2,927,178 99 $2.003 648 99 $296,142 98 $627.388 99 
OrvestTMeEenT 7.769 ° : . . 7.769 1 
REFUNDING 34,239 1 25.674 ' 6.642 2 ?.923 
ToTar $2.969,186 |100 $2,029,322 |100 $302,764 100 $637.080 |!00 
BY METHOD OF SALE: 
ComPpeTirive $1,323,094 45 $1,023,920 50 $ 683 489 28 $215.685 34 
NEGOTIATED 607,115 20 61,227 4 176,195 58 349,693 55 
No UNDERWRITING 73,202 2 * ° 1.500 . 71,702 Le 
PRIVATE 965.775 33 924,175 46 41.600 14 
TOTAL $2.969.1866 {100 $2,029,322 |100 $302. 784 100 $637,080 /|100 
































Source, Ebasco Services 
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from that time to June, 1953, 92 stock- 
holder proponents have submitted 607 
proposals. 

Those proponents who are known to 
be associated in making stockholder- 
proposed resolutions are treated as one 
proponent. 


SERIES of charts, based on available 
data for 592 of these proposals, 
were presented in the bulletin. Chart 1 
indicated that the favorable vote was less 
than 10 per cent in each of 422 resolu- 
tions, and the average vote in favor of 
all stockholder-proposed resolutions was 
11.3 per cent. Of the 35 resolutions re- 
ceiving a vote of 30 per cent or more, 24 
were not opposed by the management. 
Excluding these resolutions, the average 
favorable vote would have been 8.6 per 
cent instead of 11.3. 


e 


PUBLIC UTILITIES FORTNIGHTLY 


Many resolutions have been submitted 
year after year. Chart 4 indicates that 
19 resolutions were presented five or 
more times, and average support was 
smaller in the final presentation than 
when first submitted to a vote. In only 
three out of the 19 cases was this situa- 
tion reversed. 


HE managements of the corpora- 

tions are of course familiar with the 
fact that certain proponents make a prac- 
tice of submitting resolutions to a num- 
ber of companies in which they hold 
some stock. 

Chart 5 showed that over the last 
four years about 73 per cent of the reso- 
lutions have been submitted by three 
proponents, Charts 6 and 7 give similar 
data. 


DATA ON ELECTRIC UTILITY STOCKS 








1952 10/28/53 Cur- Share Earnings* Price oon 
Rev. Price Div. rent Cur. fo In- 12 Mos. Earns. Pay- 
(Mill.) About Rate Yield Period crease Ended Ratio out 
$206 S American Gas & Elec. ... 33 $1.64#% 5.0% $2.53** 14% Aug. 13.0 65% 
27 O Arizona Public Service .. 17 90 53 1.31 18 Sept. 13.0 69 
7 O Arkansas Mo. Power .... 20 110 5.5 1.86 39 June 10.8 59 
23 S Atlantic City Elec. ...... 28 150 5.4 1.98 13 Sept. 14.1 76 
5 O Bangor Hydro-Elec. ..... 28 180 64 1.97 17 Sept. 14.2 91 
3 O Black Hills P.& L....... 20 1.28 6.4 1.84 6 July 109 70 
79 S Boston Edison .......... 49 2.80 5.7 3.34 D2 June 14.7 83 
15 A California Elec. Pr....... 94 60 63 83 48 June 114 72 
14 O Calif. Oregon Pr. ....... 26 160 62 1.63 3 Aug. 160 98 
a S&S Conon F. Oe Bx dcccsccc 40 2.00# 5.0 2.95 5 Sept. 13.6 68 
21 S Central HudsonG.& E... 12 70 58 85 10 Sept. 14.1 82 
15 O Central Ill. E.&G....... 27 160 5.9 2.29 _ Sept. 11.8 70 
25 S Central Ill. Light ........ 39 2.20 5.6 3.26 20 Sept. 12.0 67 
SS S Cees Oi Fe Ge sccivce 19 1.20 6.3 1.53 2 June 124 78 
8 O Cent. Louisiana Elec. .... 21 1.004 48 1.54 12 Sept. 13.6 65 
25 O Central Maine Power.... 19 120 6.3 1.33 D13 Sept. 14.3 90 
88 S Central & South West .... 22 116 5.3 1.65 11 Sept. 13.3 70 
8 O Central Vermont P. S... 15 84 56 1.00** D17 Sept. 15.0 84 
83 S Cincinnati G. & E. ...... 20 1.00# 5.0 1.49 4 June 13.4 67 
5 O Citizens Utilities ........ 12 40a 6.3a 95 16 June 12.6 42 
87 S Cleveland Elec. Illum. .... 52 2.60 5.0 3.89 NC July 134 67 
2 O Colorado Cent. Power... 21 liz 653 1.39 18 June 15.1 81 
34 S Columbus & S.O. E..... 25 160 64 2.25 22 June 11.1 71 
304 S Commonwealth Edison... 36 1.80 5.0 2.31 10 June 15.6 78 
8 A Community Pub. Ser..... 19 1.00% 5.3 1.54 22 June 123 65 
1 © Concord Efectric ......<. 34 240 7.1 1.89 D25 Dec. 18.0 127 
50 O Connecticut L.& P....... 16 88F 5.5 97 — Sept. 16.5 91 
17 O Connecticut Power ...... 39 «62.25 «5.8 2.41 1 June 162 93 
435 S Consol. Edison .......... 41 240 5.9 2.97 24 June 138 81 
91 S Consol. Gas of Balt. ..... 26 140 54 2.00** 20 June 13.0 70 
137 S Consumers Power ....... 40 2.20 5.5 2.89 17 Aug. 13.8 76 
oe & Been 7. © be. 66s ccc 37-200 54 2.69 4 June 138 74 
26 S Delaware P.& L......... 26 140 5.4 1.93 18 June 135 73 
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Divi- 
Rev. Continued om oe ae Ske bien bom he 
(Mil.) (Continued) About Rate Yield Period crease Ended Ratio oan 
6 OD De SC. SG, cvcsccesss 23 1.40 6.1 1.52 5 Dec. 15.1 92 
173 S Detroit Edison .......... 28 160 5.7 1.97 30 Sept. 142 81 
Se By Be BOE ccdcvcsccaes 34 150 4.4 2.86 38 June 11.9 52 
78 S Duquesne Light ......... 29 1.60 5.5 2.17 2 June 134 74 
26 O Eastern Utilities Assoc... 31 2.00 6.5 2.62 20 Aug. 11.8 76 
1 O Edison South Elec. ..... 8 50 6.3 de 1 Sept. 11.1 70 
8 O E! Paso Electric ........ 27 120 44 2.06 10 Aug. 13.1 58 
10 S Enmpire Dist. Elec. ...... 23 140 6.1 2.16 26 June 10.6 65 
4 O Fitchburg G.& E....... 48 3.00 63 3.63 16 Dec. 13.2 83 
28 S Florida Power Corp. .... 27 150 5.6 1.95 NC July 13.8 77 
Gl S Weeris ©. & Ba. ce cssiccs 38 1.60 42 2.98 13 Sept. 12.8 54 
145 S General Pub. Util. ...... 27 1.60 5.9 2.32** 10 June 116 69 
5 O Green Mt. Power ....... 23 1.30 5.7 1.85 6 Aug. 12.4 70 
3 S Galt Sats UG. ........ B 120 48 1.67 26 Sept. 15.0 72 
> A Phestteee B. bs 6sc5<s 51 2.75 5.4 3.36 24 June 15.2 82 
4 O Haverhill Electric ...... 38 = 2.50¢ 6.6 2.71 5 Dec. 140 92 
a S Houter L. & PF. ...... 27 1.00 3.7 1.96 24 Sept. 13.8 51 
19 S Ideho Power ........... 43 220 5.1 3.17 28 June 13.6 69 
55 S Illinois Power .......... 40 220 5.5 2.78 11 Sept. 144 79 
33 S Indianapolis P. & L. .... 39 2.20 5.6 3.08 8 June 12.7 71 
16 S Interstate Power ........ 10 64 64 .92 19 June 10.9 70 
18 O fowa Elec. L. @ P. ...... 20 120 6.0 1.88 18 Sept. 10.6 64 
2% S lowell. G. & E. ........ 30 180 6.0 2.33 8 June 12.9 77 
27 S_ Iowa Power & Light .... 24 140 58 1.87 13 June 128 75 
23 O Iowa Pub. Service ...... 23 140 6.1 1.77 7 Sept. 13.0 79 
10 O Iowa Southern Util. ..... 20 1.20 6.0 1.98 56 Sept. 10.1 61 
4 S HMassssCore’. el. ...... 30 160 5.3 2.36 15 Aug. 12.7 68 
19 O Kansas Gas & Elec. .... 37 2.00 54 3.26 24 Sept. 113 61 
as S Bane Fe. SRA. 2.0005 18 112 6.2 1.38 10 June 13.0 81 
28 O Kentuc! y Utilities ...... 19 100 5.3 1.64 15 June 116 61 
6 O Lake Superior D. P. .... 31 2.00 6.5 2.70 2 June 11.5 74 
6 O Lawrence G. & E. ...... 45 2.25¢ 5.0 2.38 D10 Dec. 18.9 95 
59 S Long Island Lighting .... 17 100 5.9 1.25 NC Aug. 13.6 80 
36 S Louisville G. & E. ...... 39 1.80 4.6 3.28 24 Aug. 11.9 55 
6 © Lowell Elec. £t ........ 55 3.35¢ 6.1 3.63 D2 Dec. 15.2 92 
S OD BOG Ge oscccccsces 27 1.60 5.9 1.88 21 Dec. 144 85 
6 O MadisonG. & E......... 35 1.60 4.6 2.71 10 Dec. 12.9 59 
3 A Maine Public Service .... 21 140 6.7 2.16 60 Sept. 9.7 65 
4 O MichiganG.&E........ 31 1.35% 74a 2.88 6 June 108 47 
116 S Middle South Util. ...... 27 1.40 5.2 1.96** 1 Aug. 13.8 71 
18 S Minnesota P. & L. ...... 39 §=6220 5.6 4.01 27 Sept. 9.7 55 
z © Bee. Viele ©. &. ...... 22 140 64 2.14 30 Sept. 11.2 65 
2 O Missouri Edison ........ 15 70 4.7 1.42 22 June 106 49 
8 A Missouri P.S. .......... 25 1.20 48 2.09 34 Dec. 12.0 57 
5 O Missouri Utilities ....... 19 100 5.3 1.63 12 June 11.7 61 
31 S Montana Power ........ 30 1.60 5.3 ada 3 Aug. 110 59 
15 A Mountain States Pr. ..... 16 84 53 1.27 21 Sept. 12.6 66 
105 S New England Elec. ...... 134 20 6.7 1.25 D2 June 108 72 
36 O NewEnglandG.& E..... 154 1.00 6.5 1.39** 16 Aug. 11.2 72 
39 O New Orleans P. S. ..... 41 ann «(SS 2.83 7 Aug. 145 80 
2 O Newport Electric ........ 35 2.00 5.7 3.56 30 Sept. 98 56 
GS 3S HH. ¥. Stee. SG....... 34 1.90 5.6 2.71 14 Sept. 125 70 
189 S Niagara Mohawk Power. 27 1.60 5.9 2.00** — Sept. 13.5 80 
59 O Northern Ind. P.S....... 27 1.60 5.9 2.39 6 Sept. 11.3 67 
100 S Northern States Pr. ...... 13 70 54 1.08 23 June 12.0 65 
8 O Northwestern P.S....... 144 .90 62 1.41 13 June 103 64 
ee OS arr 38 220 58 3.02 18 Sept. 12.6 73 
32 S Oklahoma G. & E. ...... 26 150 58 1.95 11 Sept. 13.3 77 
13 O Otter Tail Power ....... 24 150 63 2.40 36 Aug. 10.0 63 
314 S Pacific G. & E. ......... 38 «6220 58 2.82 41 June 13.5 78 
ae © Paaee PF. EL. .. ..c0000. 19 1.10 58 1.87 9 Aug. 10.2 59 
87 S Penn. Power & Light .... 35 2.00 5.7 2.67 9 Aug. 13.1 75 
8 A Penn. Water & Power... 37 2.00 54 2.31 D9 Dec. 16. 87 
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Se CCantiety BR gm Se ew er, te 
(Mill.) (Contenue About Rete Yield Period crease Ended Ratio ont 
175 S Philadelphia Elec. ....... 32 1.60 5.0 2.30 5 July 13.9 70 
29 O Portland Gen. Elec. ...... 31 1.80 5, 2.47 D2 Sept. 12.6 73 
48 S Potomac Elec. Power.... 17 1.00 5.9 1.11 -- July 153 90 
52 S_ Pub. Serv. of Colo. ...... 33 160 48 2.32 13 June 142 69 
214 S Pub. Serv. E.wG....... 26 160 62 1.99 18 Sept. 13.1 80 
54 S Pub. Serv. of Ind. ...... 36 06=— 2.00 5.6 2.30 10 Aug. 15.7 87 
17 O Public Serv. of N. H..... 28 180 6.4 1.95 D3 Sept. 144 92 

8 O Public Serv. of N. M..... 10 56 5.6 81 14 Sept. 123 69 
20 O Puget Sound P.& L..... 24 150 6.3 1.58 — June 15.2 95 
43 S Rochester G. & E. ...... 40 224 5.6 3.42 36 Sept. 11.7 65 

9 O Rockland L.& P......... 12 60 5.0 67 6 Mar. 17.9 90 

7 S St. Joocgn L. @ P. .....- 19 120 63 1.61 15 June 118 75 
33 O San Diego G. & E. ..... 144 80 5.5 1.12 9 Aug. 129 71 
12 S Scranton Electric ........ 17 1.00 5.9 1.32 22 Aug. 129 76 

6 O Sierra Pacific Pr. ....... 31 2.00 65 2.90 52 Aug. 107 69 

127 S_ So. Calif. Edison ........ 37-200 54 2.82 NC June 13.1 71 

27 S So. Carolina E.& G..... 14 70 5.0 .90 36 Aug. 15.6 78 

5 O Southern Colo. Pr. ...... 12 70 58 1.13 27 Aug. 106 62 

164 S Southern Company ...... 15 80 5.3 1.20 9 Sept. 12.5 67 

12 S So. Indiana G. & E. ..... 25 1.50 6.0 2.16 23 Sept. 11.6 69 

1 O Southern Utah Power .. 14 1.00 7.1 1.67 46 Dec. 84 60 

2 O Southwestern E. S. ...... 15 96 64 1.40 7 May 10.7 69 
27 O Southwestern P. S. ...... 23 1.20 5.2 1.47 17 July 156 82 
18 A Tampa Electric ......... 49 280 5.7 3.66 21 Sept. 13.4 77 
94 S Texas Utilities .......... 45 208 46 3.26 16 Sept. 13.8 64 
i ere 12 70 58 92 1 June 13.0 76 

$8 O TucsonG. E.L.&@P..... 34 1.60 4.7 2.75 36 =June 124 58 
91 S Union Electric of Mo. ... 23 1.20 52 1.26 4 une 18.3 95 
25 O United Illuminating ...... 45 2.40¢ 5.3 2.73 15 ec. 165 88 

2 O Upper Peninsula Pr. .... 17 1.20 7.1 1.28 D7 June 133 94 
26 S Utah Power & Light .... 33 1.80 5.5 2.76 25 Aug. 120 65 
77 6S Views © OF. 22.6.5. 26 140 54 1.90 12 Sept. 13.7 74 
18 S Washington Water Pr.... 27 1.60 5.9 1.69 2 Aug. 160 95 

100 S West Penn Elec. ........ 35 2.20 63 3.26 13 Aug. 10.7 67 
56 O West Penn Power ....... 39 =.2.00_ 5.1 2.32 7 June 168 86 

9 O Western Lt. & Tel. ...... 26 160 62 2.37 27 June 11.0 68 
20 O Western Mass. Cos. ..... 32 2.00 63 2.81 31 Sept. 114 71 
79 S Wisconsin Elec. Pr. ...... 28 150 5.4 2.12 23 June 13.2 71 
29 O Wisconsin P. & L. ...... 21 1.20 5.7 1.77 16 June 119 68 
27 S Wisconsin Pub. Ser. .... 18 1.10 6.1 1.59 27. «July 113 69 

AVOTIBNE 660 c0csess 5.7% 13.0 73% 
Foreign Companiestt 
187 S Amer. & For. Power .... 9 60 67 2.18 13. June 41 28 
170 A Brazilian Trac. L.& P... 10% 1.00 9.5 2.96 20 Dec. 3.5 34 
15 A Gatineau Power ........ 21 1.20 5.7 1.62 25 Dec. 13.0 74 
26 O Mexican L. & P. ........ 5 _- — .90 105 De. 56 — 

8 A Quebec Power .......... 22 1.20 5.5 1.28 10 Dec. 17.2 94 
40 A Shawinigan Water&Pr.. 38 1.45¢ 3.8 1.91 4 Dec. 19.9 76 
17 A Winnipeg Electric ....... 47, 240 5.1 7.09 214 Dec 66 34 

B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*If additional common shares have been recently offered, earnings are adjusted to give effect 
to the offering. Percentage change is in the balance available for common stock. Tax savings 
resulting from accelerated amortization of defense facilities are excluded (when separately 
reported). **Based on average number of shares. a—Also regular annual 3 per cent stock divi- 
dend, which is included in the yield. #—Also occasional stock dividends. t—Estimated (rate 
irregular or includes extras). #{—With exception of American & Foreign Power, these stocks 
are also listed in Canada, and the Canadian prices are here used. (Curb prices are affected by 
exchange rates, etc.) 
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What the State Commissioners 
Are Thinking About 


Excerpts and digests from the opinions expressed 
in reports and addresses at the annual convention 
of the National Association of Railroad and Utilities 
Commissioners in New York, New York, from 
September 21st to 24th, 1953. 


On Atomic Energy 


ce HILE the tremendous quantity of heat 

energy realizable from a pound of 
uranium or thorium makes for a very low fuel 
cost, the great capital investment required for 
an atomic power plant at the present stage of 
technological development yields a high over- 
all cost per kilowatt hour generated. Dual pur- 
pose plants, producing both electric power and 
fissionable material for use in weapons or as 
atomic fuel, and breeder reactor plants, which 
would produce electric power and at the same 
time breed as much or more fissionable material 
than is used up, give promise of reducing the 
cost of producing electric power by atomic 
energy. 

“Atomic power plants may well first be 
competitive in areas where conditions are ad- 
verse to large-scale, low-cost generation of 
electric power by conventional means. 

“The Atomic Energy Commission is doing 
a great deal to further peacetime as well as 
military uses of atomic energy. While great 
progress has been made in the past few years, 
it appears that we are as yet in the early stages 
of the development of this new and promising 
source of heat energy. The special committce 
has applied to the Atomic Energy Commission 
for security clearance for its members with the 
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intention of keeping abreast of development in 
the atomic power field.” 

—Report of Special Committee on Develop- 
ment and Use of Atomic Power in t 
Electric Industry, R. E. Mittelstaedt of 

California, chairman. 


66 Contrary to the impressions prevalent in 
some quarters, we can expect no magic 
date when government development has pro- 
nounced nuclear power to be economic and 
industry at the same time is ready to take over. 
The desire to attract industry on a self-financed 
basis is more than a means to save public funds. 
It is based on the assumption borne out by past 
experience that industry, when risking its own 
resources, will bring fully to bear imagination 
and resourcefulness resulting in a cheaper and 
better product. Since the commission’s knowl- 
edge and experience lie outside the usual chan- 
nels of commerce, it is most essential to have 
the impetus of private enterprise if a new 
atomic industry is to grow and mature with 
the many complex interrelationships that com- 

prise our normal industrial activity.” 
—W. L. Davipson, Director of Office 
of Industrial Development, Atomic 

Energy Commission. 
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On Corporate Finance 


ad By to the greatly increased public demand 
for utility service and the effects of 
sharply rising plant construction costs, the 
capital needs of the regulated industries rose 

rapidly throughout the postwar period. 
“Utility net earnings have not increased in 
proportion to the increase in plant and in gross 
revenues, thereby resulting in high dividend 
pay-out ratios and making it possible for utili- 
ties to retain only negligible amounts for re- 
investment. As a result, aside from funds avail- 
able for depreciation accruals, expansion of 
utility service to satisfy customers’ demands 
has continued to be dependent almost entirely 

on new security issues.” 
—Report of Committee on Corporate 
Finance, Charles H. Heltzel of 
Oregon, chairman. 


6o7Tene general increase in interest rates... 
points to rising debt cost for future is- 
sues. If utility issues are downgraded because 
of high debt ratios or poor earning records, 
the utilities’ debt cost will increase further. 
And when existing issues must be refunded in 
periods of less favorable business conditions, 
even more marked increases in internal charges 


will occur because of widened spread between 
the yields of Aaa and lower-grade bonds. . . . 
The present tendency of many utilities is to 
load up on debt, notwithstanding the increase 
in interest rates and the fact that the market 
price of stock has been reduced materially. 

“Over the long term, obtaining and retaining 
prime credit ratings for the utilities is far 
more important to the public than the con- 
tinuance of utility rates at levels which are 
depressed in relation to present wages, incomes, 
and general prices. If utilities are to continue 
to be able to secure at advantageous terms the 
new capital continuously required to maintain 
their existing service and to extend and im- 
prove service in the future, it is essential that 
the earnings of utilities must be adequate to 
attract additional capital. 

“According to the data compiled by the 
Securities and Exchange Commission . . . util- 
ity stock prices have not kept pace with changes 
in average price of all stocks, 1939 to the first 
quarter of 1953.” 


—Report of Committee on Corporate 
Finance, Charles H. Heltzel of 
Oregon, chairman. 


~o) 


On the Effect of Taxes 


6€ As we indicated last year, there is a com- 
pounding characteristic inherent in the 
present tax structure, which, in our opinion, 
leads to recurring increases in rates and like- 
wise is burdensome and discriminatory in its 
application. It is both proper and important 
that we should voice our exceptions. With taxes 
continuing at their present high level, both 
percentagewise and in total volume, we have 
the well-known circle. Not only does the na- 
tional government use revenues as a measure of 
taxes but so also do many states and local 
subdivisions. As revenues are increased, either 
by growth of the business or by rate ‘adjust- 
ments, so also do the tax payments likewise 
increase which are based on revenue. The end 
result is applications for still higher utility 
rates.’ 
—Report of Special Committee on the Effect 
of Taxes on Utility Rates, Justus F. 
Craemer of California, chairman. 


os is the opinion of the committee that the 
excise tax as applied to utility service is 
discriminatory. It is interesting to note that in 
the summary of internal revenue collections as 
released by the Treasury Department the excise 
taxes collected from the communications and 
transportation carrier services are found tabu- 
lated with excise taxes on admissions to 
theaters, cabarets, roof gardens, and with club 
dues, initiation fees, and leases of safe-deposit 
boxes. What is more significant, however, is 
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that the excise tax on long-distance telephone 
is the highest of any and exceeds that collected 
on such luxury items as cabaret and theater 
entertainment, jewelry, furs, television sets, and 
similar items. Similarly, the excise tax on local 
telephone service and long- distance passenger 
transportation is greater than taxes on many 
luxury items. 

“The committee wishes to emphasize that 
telephone and transportation services are neces- 
sities, rather than luxuries, i in our modern way 
of life. No good reason exists for assessing an 
excise tax in the present volume against such 
utility services, and certainly if one is to be 
assessed in the interests of raising governmental 
funds, that it is unreasonable and discrimina- 
tory to apply a rate higher than that applied 
to most luxury items. 

“Utility rate levels to meet the usual and 
ordinary costs of doing business have been in- 
creasing almost annu ally since the close of 
World War II. It is your committee’s conclu- 
sion that the patrons of the telephone, tele- 
graph, and transportation services are entitled 
to the relief in their utility bills which would 
follow from a revision or repeal of the excise 
taxes on such services, just as the electric cus- 
tomers received relief in 1951 when the excise 
tax on electric service was discontinued.” 


—Report of Special Committee on the Effect 
of Taxes on Utility Rates, Justus F. 
Craemer of California, chairman. 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


On Motor Carrier Regulation 


Cente most spectacular and _ restrictive 
# patchwork regulation affecting motor 
carriers is the unreasonable and illogical vari- 
ance in virtually all of the state laws governing 
the sizes and weights of motor vehicles. . . 

Notwithstanding the fact that it would be in 
the public interest to establish a reasonable 
standard and achieve uniformity in this phase 


of regulation, and notwithstanding the fact that 

there is no sound reason why such regulation 

should not be generally uniform, progress in 
this direction is moving at a snail’s pace.” 

—Report of Committee to Promote Uni- 

formity in the Regulation and Taxation 

of Motor Carriers, E. L. McClintock of 


Missouri, chairman. 


On Public Utility Rates 


corT ne effects of the inflation cycle com- 
mencing at the end of World War II 
continued to be felt by all segments of the 
nation’s economy during the past year. Public 
utilities were no exception. Operating and con- 
struction costs continued to rise with conse- 
quent adverse effect on earnings. The flood of 
applications filed by utilities with regulatory 
commissions seeking increases in rates and 
charges has shown no deceleration in the past 
year. 

“Possible tax reductions and _ offsetting 
charges to taxes from reserves created through 
rapid amortization of property offer the only 
hope of a slowdown in rate applications. 

“Significant changes in the past year in rate- 
making policy of the courts and regulatory 
commissions have largely been in the direction 
of taking greater cognizance of the effects of 


inflation and of adapting means to meet the 
situation.” 
—Report of Committee on Rates of 
Public Utilities, Paul E. Weiland of 
Ohio, chairman. 


rr is to be noted that in a number of [rate] 
ases the initiative in revision of the rate- 
making formula to meet conditions brought 
about by inflation was with the reviewing court. 
The legislative bodies have vested in regulatory 
commissions wide discretionary powers. Given 
such powers, the regulatory commissions should 
take the initiative in supplying the remedy for 
situations brought about by changing economic 
conditions.” 
—Report of Committee on Rates of 
Public Utilities, Paul E. Weiland of 


Ohio, chairman. 


On Railroad Passenger Deficits 


CON AT nie modernization of equipment, re- 
duction of train crews, elit mination of 
governmental subsidies to competing transpor- 
tation agencies, and other factors are all in- 
dispensable to the elimination of the more than 
$600,000,000 passenger deficit, there is no es- 
cape from the fact that hundreds of passenger 
trains serving areas with an insufficient traffic 
potential must be eliminated as a prerequisite 
to real improvement of passenger service earn- 
ings. In our 1952 report we recognized this as 
the first step and emphasized this need by mak- 
ing deficit passenger train discontinuance the 


subject of our Recommendation No. 1. Delay 
in eliminating these deficit trains has been a 
seriously retarding factor in all other efforts 
to reduce passenger deficits. 

“Our investigation discloses that failure of 
the railroads to furnish adequate, timely in- 
formation on a basis acceptable to the com- 
missions has frequently contributed to delay 
and adverse decisions.” 

—Report of Special Committee on Co-opera- 
tion with the ICC in the Study of the Rail- 
road Passenger Deficit Problem, Walter 

R. McDonald of Georgia, chairman. 


On Rapid Tax Amortization 


CoP ezine the past two years there has been 
considerable discussion regarding ac- 
counting problems relating to the amortization 
of emergency facilities under § 124A of the 
Internal Revenue Code. A number of state 
commissions have issued accounting orders con- 
cerning this matter and these orders differ in 
a number of respects. 

“The committee on accounts and statistics 
of NARUC has considered the matter a num- 


ber of times, but there is still considerable 
difference of opinion among the committee 
members and conferees regarding the ideal ac- 
counting. However, all members of the com- 
mittee agree that it is desirable that a uniform 
basis of accounting be established which will 
disclose the facts fully but, at the same time, 
leave each state or Federal commission free to 
establish its own policy for rate purposes. It 
appears that unless some action is taken by the 
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committee which is generally acceptable, there 
will be no uniformity but, on the contrary, a 
great diversity of treatment required by various 
state and Federal commissions. 

“A substantial majority of the committee 
have agreed upon a method of presentation, 
which reconciles the various views as far as 
possible. This presentation provides for two 
new accounts. One will appear upon the income 
statement immediately following Net Income 
and preceding the section showing Disposition 
of Net Income. This account will reflect the 
debits for taxes which would have been pay- 
able without the accelerated amortization dur- 
ing the 5-year period and the credits repre- 
senting more or less exactly the increases in 
income taxes during the period following the 
period of accelerated amortization. Its interpre- 
tation in the financial statements and for rate 
purposes may vary according to the opinion 


e 


of the reader. The other new account appears 
upon the balance sheet following Account 258, 
Other Reserves, and preceding Account 261, 
Contributions in Aid of Construction, and the 
various surplus accounts. This account con- 
tains the offsetting credits for the charges 
made to the first account during the period of 
accelerated amortization and is reduced by 
credits during the succeeding period over either 
the life of the property or an arbitrary period 
more or less approximating that life fixed by 
the regulatory commission. . . . 

“It is assumed that normal depreciation ex- 
pense based upon the expected life of the prop- 
erty in service is to be charged to the deprecia- 
tion account in operating revenue deductions.” 


—Report of Committee on Accounts and 
Statistics, A. R. Colbert of Wisconsin, 
chairman. 


On Safety of Transportation Operations 


CC... it seems apparent that there has been a 
gradual decline in the number of fatalities 
resulting from motor vehicle-train collisions, 
although certainly not a steady one. Improve- 
ment of signal systems used by railroads and 
the advocacy of elimination of grade cross- 
ings, wherever feasible, have long been 
championed by this association and its in- 
dividual member agencies. It would not be 
presumptuous of this assemblage to accept at 
least partial credit for the decreases noted rela- 
tive to this facet of our work. Eliminating 
grade crossings altogether would be a happily 
accepted solution to this gradually improving 


situation, but this is not practical because of 
the obvious prohibitive cost involved, both to 
the railroad operators and to the tax-paying 
public who would have to foot the bills. How- 
ever, it is noted that both the railroads and 
many civic groups throughout the country have 
taken on the responsibility of ascertaining just 
where the more dangerous grade crossings 
exist, and then directing their energies toward 
removing those more outstanding hazards.” 


—Report of Committee on Safety of Opera- 
tion of Transportation Agencies, Leonard 
C. Young of Montana, chairman. 


& 


On Small Telephone Companies 


€6Opmnusty, there are some very small 
[telephone] companies—those general- 
ly in the 500 or less station range—which may 
never become economically feasible to operate 
or financially self-sufficient. 

“You know the type as well as I—the plant 
is badly deteriorated and run down, customers’ 
lines are strung along the tops of fences or 
through near-by trees, service at the switch- 
boards is slow and undependable. Many of the 
mutually organized smaller companies fall into 
this category. Obviously, there is little that any 
commission can do to help these companies. 

“In these cases, consolidation with other 
small independent properties or purchase by a 
larger operating company appears to be the 
only chance for service improvement. Some- 
times such reorganizations are imperiled or 
blocked by the requirement that only the 
original cost of the properties will be recog- 
nized for rate purposes despite the actual pay- 
ment of a higher purchase price. When these 
are the circumstances, I think a reconsideration 
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of regulatory policy is called for to be sure 
that we are not sacrificing a practical objective 
to achieve a theoretical goal.” 
—Georce R. PERRINE, 
Chairman, Illinois Commerce 
Commission. 


€C’T"o me, it seems that there is a great op- 
portunity as well as a great obligation 
for the USITA and the state associations to 
give help to the smaller companies along the 
lines of education in sound business manage- 
ment and financial practices, development of 
additional sources of new capital, and help in 
the negotiation of rate increases and the proc- 
essing of formal rate cases if that becomes 
necessary. Perhaps the establishment of a rate 
committee by the USITA, similar to those in 
the electric and gas associations, would be 
a helpful step in this direction. 
“The small telephone company problem is a 
vital one and we must face it squarely. We want 
to make sure telephone users get the best tele- 
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phone service possible at reasonable rates, but 
we want also to let these small companies 
know that we are earnest and sincere in the 
desire to help them provide that service. In the 
case of the communities served by these com- 
panies, we need to tell the public that we do not 
intend to be penny-wise and pound-foolish by 
limiting rate increases to amounts which can- 
not permit the development of telephone com- 
panies financially able to make their full con- 
tribution to the communities’ economic life. 
By practical application of some of the points 
I have outlined to you here. . . I think we can 
meet the problem fairly and effectively.” 
—Georce R. PERRINE 
Chairman, Illinois Commerce 
Commission. 


“Ox commission has taken another step 
toward the final solution of our tele- 


e 


phone problem in trying to promote and en- 
courage consolidations and mergers of com- 
panies wherever it is geographically and 
financially possible. We feel that this is one 
utility service which by its very nature, general- 
ly speaking, grows better as the company in- 
creases in size. It is economically impossible for 
many small companies to properly operate in 
some parts of our state. We feel that in selected 
cases if mergers or consolidations can be ef- 
fected so that one economically sound company 
emerges some operating expenses can 
eliminated and the company will be of such 
size as to be able to properly finance its im- 
provements. All of this should reflect in better 
service to the public.” 


—Ray O. MartIN, 
Member, Ohio Public Utilities 
Commission. 


On State and Federal Co-operation 


nV, VA now find the Federal government 
deliberately and measurably returning 
responsibilities to the states where they have 
traditionally been lodged. This gradually in- 
tensifying centrifugal movement gives promise 
that our association can expect co-operation 
from the national administration and greater 
participation of our members and the associa- 
tion itself in fixing national policies. Based on 
official expressions of policy by spokesmen for 
the administration, it appears reasonable to ex- 
pect that the course which it will follow will be 
consistent with the principles for which this 
association has historically stood, including 
more positive and vigorous encouragement of 
free enterprise.” 
—Evucene S. LoucHtiin, 
Retiring president, National Association 
of Railroad and Utilities Commissioners. 


hl Bats members of the Federal Power Com- 
mission have worked seriously and dili- 
gently with you in an effort to find the best way 
to define the state and Federal responsibility in 
the regulation of natural gas companies. To 
this end, a majority of the commission ap- 


e 


proved HR 5976, the Hinshaw Bill, with cer- 
tain amendments. These amendments were 
adopted by the House Committee on Interstate 
and Foreign Commerce and, as you know, the 
bill has been passed by the House as amended. 

“Although all members of our commission 
did not approve the particular language of this 
bill, nevertheless we are in complete agreement 
on the general principle that, in so far as our 
system of dual government permits, regulatory 
matters of a local nature should be handled by 
local regulatory authorities. During the 82nd 
Congress, NARUC and Federal Power Com- 
mission reached agreement on a similar measure 
which never became law. 

“Our commission assisted in the clarification 
of S 1442 which, as amended, retained in the 
Federal government the power to control the 
exportation and importation of electric energy, 
but permitted a utility not otherwise under 
Federal Power Commission jurisdiction, to do 
so without becoming subject to general Federal 
regulation.” 

—JeRoME K. KuyYKENDALL, 
Chairman, Federal Power 
Comniission. 


On Tariff Simplification 


66] Jxrorrunarety, although real strides 
have been made toward our goal of 
tariff simplification, a great deal remains to be 
done and the completion of the work of the 
co-operating committees is by no means yet in 
sight. .. . Each step from here forward bids 
fair to become more and more controversial— 
requiring longer periods of study and fuller 
deliberations. One of the major stumbling 
blocks remaining in the program... is that 
of the existing complexities in the railroad rate 
structures—the dual system of class rates and 
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tariffs now in effect throughout the nation be- 
ing a prime example. Such dual rate structures 
alone, together with their attendant rules and 
regulations, are a fertile breeding ground of 
tariff complexity and any real improvement in 
these conditions will be impossible until such 
conflicting rate structures are themselves 
eliminated.” 


—Report of Special Tariff Simplification 


Committee, David O. Benson of Georgia, 
chairman. 
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On Telephone Regulation 


66Sunce the adoption of the Charleston Plan 
on an interim basis, commissions in forty 
states and the District of Columbia have 
rendered findings in rate cases... . 

“Substantially all decisions, both by com- 
missions and on review by the courts, have 
stressed the desirability of uniformity of 
separations methods, a result your committee 
believes to be most desirable. 

“Your committee believes that, while the 
Charleston Plan appears to be a great improve- 
ment over the previously existing method of 
separations of the exchange component, suffi- 
cient experience has been obtained, both by the 
state commissions and in the courts, to justify 
a review by the Federal Communications Com- 
mission and the representatives of this associa- 


= 


tion to see whether there is justification for 
modifications in the toll line separations pro- 
cedure such as, for example, the Phoenix Plan. 

“The problem of disparity between intrastate 
toll rates and comparable distances for inter- 
state toll rates continues with us. It is closely 
associated with the problems of separations 
procedure. It cannot be anticipated that the 
Bell system would support any change in 
separations procedure which would result in 
allocating greater plant and expenses to inter- 
state business without adjustment in the rela- 
tively low level of some interstate toll rates.” 


—Report of Committee on Telephone 
Regulation, Spencer B. Eddy of New 
York, chairman. 


On Valuation 


Coie attraction of capital argument has 
been pretty well exploded by actual ex- 
perience, as has been pointed out in a number of 
commission decisions. Experience has shown 
that despite severe inflation and the general ab- 
sence of inflation protection in utility invest- 
ments many billions of dollars of capital have 
been raised by utilities throughout the United 
States. 

“While it might be shown that certain 
classes of investors have indicated distinct pref- 
erences for stocks of other industries, possibly 
because of the absence of inflation protection in 
utility common stock investments, it cannot be 
demonstrated that the over-all supply of capital 
available to utilities has been sufficiently di- 
minished to impair their ability to meet service 
requirements.” 

—Report of Committee on Valuation, 
Albert P. Bruch of Wyoming, 


chairman. 


CorPrue evaluation methods [of depreciation 
cost] proposed by the companies fall 
into two general classes: (1) those which seek 
to base the current depreciation expense on the 
current dollar equivalent of the original invest- 
ment in depreciable assets, and (2) those which 
seek to provide the full replacement cost of 
depreciable assets. It is the committee’s view 
that the former method offers the more prac- 
ticable basis, since it is consistent in principle 
with conventional accounting treatment, differ- 
ing from it only through recognition of the 
change in the value of the dollar between the 
date of original commitment in property and 
the accounting period in which recovery is to 
be made. This is a relatively simple process 
involving the trending of increments of invest- 
ment in depreciable assets by the use of a gen- 
eral price index. The result, in effect, is a 
restatement of the original cost of such assets 
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in terms of uniform dollars of current size. 
“The committee does not favor the method 
based on the replacement cost of depreciable 
assets. It is generally recognized that recovery 
of investment in depreciable assets is ap- 
propriate whether or not the assets are to be 
replaced upon retirement.” 
—Report of Committee on Valuation, 
Albert P. Bruch of Wyoming, 


chairman. 


667Tns committee . .. feels strongly .. . 
that in the absence of statutory require- 
ments or established procedure in individual 
states there should be no revival on a broad 
scale of the complex and vexing methods of 
finding reproduction cost less depreciation 
which the use of a present value base formerly 
entailed. 

“In_ these days of rapid change, prompt 
and effective rate treatment should not be ham- 
strung by the necessity of making expensive, 
detailed, and time-consuming property valua- 
tions, if some other more exp -ditious procedure 
can be found and employed which would pro- 
vide equitable results. One such alternative 
procedure might be in the use of trended 
original cost depreciated, which recognizes the 
change in the value of the dollar without the 
time-consuming and costly task attendant upon 
reproduction cost estimates. 

“A number of years ago, one of the chief 
exponents of prudent investment regulation 
proposed a method which was intended to over- 
come the infirmities of both original cost and 
reproduction cost regulation in a period of price 
inflation. He argued strongly for continuation 
of the prudent investment standard ‘but to make 
the measure of that investment, not the his- 
torical money cost but the historical real cost. 
In other words, the rate base might be made 
to vary, not with changes in the cost of railway 
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construction, but rather with changes in an 
index of the cost of living.’ From the viewpoint 
of economy and convenience of administration, 
in those states in which a fair value rate base is 
to be the rule, such a rate base might contribute 


greatly to more effective and expeditious rate 
making.” 
—Report of Committee on Valuation, 
Albert P. Bruch of Wyoming, 
chairman. 


Resolution Concerning Handling of First-class Mail 


CON 7 nereas, The Post Office Depart- 
ment has disclosed plans to divert part 
of the first-class mail, moving between certain 
important centers of population from railroad 
service to airline service, on a ‘space available’ 
basis; and 


“WHEREAS, Such partial and contingent 
diversion would increase the Post Office De- 
partment’s cost of transporting the mail, with- 
out improvement in service upon which the pub- 
lic may rely, and would tend to increase the 
present large postal deficit; and 


“WHEREAS, Such partial and contingent 
diversion would, to the extent it is implemented, 
put the railroads virtually in a stand-by posi- 
tion, reduce their passenger train revenues, 
increase the unit cost of their passenger serv- 
ice operations, and thereby tend to aggravate 
the passenger deficit problem, which is already 
recognized as the most serious and challenging 
problem in the regulatory field; and 

“WHEREAS, The proposed plan to use air 
service for some 3-cent mail would discriminate 
against all users of regular air-mail service 
who would continue to pay the full 6-cent air- 
mail rate, and against all users of first-class 
mail other than those in the large cities selected 
for the intended preferred service, and would 
also discriminate against railroad passenger 
train service which would be used as a stand- 
by means of transport while competing air 


service would be granted ‘cream’ or ‘top-off’ 
traffic by the Federal government; and 

“WuHeErEAS, There is grave doubt that 
existing Federal statutes permit the expendi- 
ture of tax funds for air transportation service 
for 3-cent mail comparable with that accorded 
6-cent mail; and 

“WHEREAS, There are already indications 
that the proposed diversion of 3-cent mail from 
rail to air service may ultimately result in sub- 
stantial increase in postage rates as well as in 
the postal deficit and the railroad passenger 
deficit ; and 

“WHEREAS, The public is entitled to a guar- 
anty of safe, dependable, and economical trans- 
portation of first-class mail; 

“Now, Therefore, Be it Resolved, That 
the National Association of Railroad and Utili- 
ties Commissioners record itself as favoring 
postponement of any proposed diversion of 
first-class mail from rail service until such 
time as a full and complete public investiga- 
tion shall have been made encompassing con- 
sideration of all the aforementioned objection- 
able features; and 

“Be Jt Further Resolved, That the general 
solicitor be authorized and directed to com- 
municate promptly the contents of this resolu- 
tion to the Postmaster General and to the chair- 
man and members of the congressional Com- 
mittee on Appropriations, on Interstate and 
Foreign Commerce, and on Postal Matters.” 


Resolution Continuing in Force Certain Resolutions 
Previously Adopted 


CON J neneas, The National Association of 
Railroad and Utilities Commissioners 
in annual convention assembled at Little Rock, 
Arkansas, on November 10-13, 1952, adopted 
(1) Resolution Favoring Enactment of a Bill 
to Amend § 20a of Part I of the Interstate 
Commerce Act (1952 NARUC Annual Pro- 
ceedings, page 448), (2) Resolution Favoring 
Repeal of the Excise Taxes on Transportation 
and Communications Services (1952 NARUC 


e 


Annual Proceedings, page 447), and (3) Reso- 
lution Relating to Cost of Relocation of Utility 
Facilities Necessitated by Federal-aid High- 
way Projects (1952 NARUC Annual Proceed- 
ings, page 445) ; now, therefore, be it 


“Resolved, That the National Association of 
Railroad and Utilities Commissioners reaffirms 
the aforesaid resolutions and continues the 
same in force.” 


Resolution Favoring Amendment to the Communications Act 


ce HEREAS, HR 6436, now pending before 

the Congress, would amend the Com- 
munications Act of 1934, as amended, so as to 
preserve the jurisdiction of state regulatory 
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commissions over telephone utilities employing 
radio means to augment existing wire telephone 
service; and 

“WHEREAS, This association has endorsed 
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such legislation in past years as being in the 
public interest; and 

“WHEREAS, "HR 6436 passed the House of 
Representatives on July 30, 1953, without ob- 
jection; now, therefore, be it 

“Resolved, That the National Association of 
Railroad and Utilities Commissioners hereby 
urges the Congress of the United States 


to enact HR 6436 or any similar bill; and 

“Resolved Further, That the committee on 
legislation and the legal representatives of this 
association are authorized to appear on behalf 
of the association at any hearing on HR 6436 
or any similar bill before any committee of 
Congress to present the views of the associa- 
tion as expressed herein.” 
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Resolution Favoring Amendment to the Natural Gas Act 


CONN 7 HEREAs, HR 5976, now pending before 
the Congress, would amend the 
Natural Gas Act so as to avoid duplicate regu- 
lation by the state and Federal agencies, would 
be beneficial to state jurisdiction, and would 
be economic to regulation generally; and 

“WHEREAS, Such legislation has been unani- 
mously recommended by the executive com- 
mittee of this association; and 


“WHerEAS, HR 5976 has been passed by the 
House of Representatives, and favorably re- 
ported, without amendment, to the Senate by 
its Committee on Interstate and Foreign Com- 
merce; now, therefore, be it 

“Resolz ed, That the National Association of 
Railroad and Utilities Commissioners hereby 
urges the Senate of the United States to favor- 
ably enact HR 5976 without amendment.” 
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Resolution Opposing Amendments to the Interstate 
Commerce Act 


COV 7HExEAs, S S 281—83rd Congress, now 
pending before the Congress, would 
amend § 1(17) (a), § 13(3), and § 13(4) of the 
Interstate Commerce Act in order to extend 
to the Interstate Commerce Commission power 
to prescribe the discontinuance of railroad 
freight, passenger, or station service in intra- 
state commerce when found to be unreasonably 
discriminatory against or to constitute an un- 
due burden on interstate commerce; and 

“Wuereas, Such legislation is an unwar- 
ranted inroad on state commission jurisdiction ; 
and 

“Wuereas, The association’s special com- 
mittee on co-operation with the ICC in the 
study of the railroad passenger deficit problem 
has made and is continuing to make substantial, 


active, and concrete recommendations directed 
toward the solution of the problem involved 
herein; now, therefore, be it 


“Resolved, That the National Association of 
Railroad and Utilities Commissioners opposes 
the enactment of S 281 or any similar legisla- 
tion; and 


“Resolved Further, That the committee on 
legislation, the special committee on co-opera- 
tion with the ICC in the study of the railroad 
passenger deficit problem, and the legal repre- 
sentatives of this association are hereby au- 
thorized to appear on behalf of the association 
in opposition to the enactment of S 281 or any 
similar bill at any hearing upon such bill or 
bills before any committee of Congress.” 


Resolution to Study Strikes and Work Stoppages in 
Public Utilities 


6¢ HEREAS, Essential public utility services 
are frequently interrupted or curtailed 

by work stoppages or strikes; and 

“WHereas, Interruption of essential and 
often irreplaceable utility services may jeopard- 
ize the health, safety, and economic well-being 
of the affected community ; and ; 

“Wuereas, Utility companies, as quasi pub- 
lic corporations, - in effect agencies of the 
state required by law to provide uninterrupted 
essential service; and 

“Wuereas, There is no arbitration or 
conciliation machinery (except in a very few 
states) which accords recognition to the 
— public character of utility companies ; 
an 
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“WHEREAS, There appears to be no exist- 
ing organization authorized or equipped to 
study this serious problem, 

“Now, Therefore, Be It Resolved, That the 
National Association of Railroad and Utilities 
Commissioners appoint a special committee to 
study the problem of strikes and work stop- 
pages in regulated public utilities and that said 
special committee be instructed to confer with 
leaders of the concerned labor organizations 
and representatives of public utility companies 
and to formulate recommendations to this as- 
sociation of action to eliminate or mitigate 
strikes and work stoppages in regulated public 
utilities.” 
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The March of 
Events 





In General 


AGA Convention 


HE American Gas Association, hold- 

ing its annual convention in St. 
Louis late last month, heard leading ex- 
ecutives in the natural gas industry pre- 
dict that their product will eventually 
supplant a major part of the competitive 
market in the oii and coal industry. A 
cross section of opinion by gas utility 
executives indicated an all-out effort to 
make natural gas one of the leading 
sources of energy in the nation for the 
next twenty years. 

J. French Robinson, president of the 
Consolidated Natural Gas Company, 
noted that the number of gas customers 
has increased 150 per cent since 1940, 
adding that “while some of this growth 
came through the switch from manufac- 
tured to natural gas, the main part of it 
came from people who took a good look 
at gas for the first time and decided they 
preferred it to other fuels.” Robinson 
said the gas industry now supplies 66 
per cent as much energy as the coal in- 
dustry and over one-half as much as the 
oil industry, “so that we have outstripped 
even the oil industry’s spectacular 
growth.” Eleven million families are now 
using gas to heat their homes, Robinson 
reported—almost three times as many 
as in 1940. He predicted that there would 
be close to 14,500,000 home-heating cus- 
tomers in the United States by 1956. 

Frank C. Smith, retiring president of 
the AGA, told the convention the natural 
gas industry “never has received, does 
not want, nor would willingly accept any 
government subsidy or other interfer- 
ence except reasonable rate regulation.” 
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Smith, who is president of the Houston 
Natural Gas Corporation, said the indus- 
try has added nearly 1,000,000 new cus- 
tomers a year and now serves more than 
27,000,000 customers. 

“With 94 per cent of all gas sold by 
utilities and pipelines being natural gas,” 
he said, “there has been some concern 
over the depletion of this great natural 
resource. This need not be so long as our 
reserves continue to gain as they did last 
year.” Proved recoverable reserves at the 
start of 1953 were approximately 200 
trillion cubic feet, or nearly 6 trillion 
cubic feet more than a year earlier. 

The viewpoint of the state commis- 
sions was ably presented by Eugene S. 
Loughlin, retiring president of the Na- 
tional Association of Railroad and Utili- 
ties Commissioners. Pleading for im- 
proved state regulation of public utility 
services, Loughlin stated: 


A sound state government operatin 
within the limits of its jurisdiction an 
involving, among other functions, an 
efficient, well-staffed, and effective 
regulatory commission will have a 
more salutary influence over those it 
governs than the Federal government 
does. 


Prospects for a return to “strong state 
government and state regulation are 
bright,” Loughlin said, in commenting 
on the administration’s policy on states’ 
rights. 

He added: 


The pendulum of the Federal gov- 
ernment policy has now reached the 
end of the course it has been tracing 
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for the last twenty-five years. The 
policy of the Federal government has 
now begun to swing in the opposite 
direction. It is more vital than ever, 
therefore, that the states be prepared 
to take over these responsibilities they 
found themselves deprived of recently. 

We cannot allow this opportunity to 

escape. 

Discussing the competitive aspects of 
the electric and gas industries, James F. 
Donnelly, president of the Gas Appliance 
Manufacturers Association and vice 
president in charge of sales of Servel, 
Inc., declared that “the gas utility, with 
its local prestige, armed with a knowl- 
edge of the markets included in its fran- 
chise areas and backed with adequate 
public relations, sales promotion, and ad- 
vertising, can meet and defeat competi- 
tion at each point where it exists.” 

Earl H. Eacker, president of Boston 
Consolidated Gas Company, was elected 
to succeed Smith as president of the 
AGA. F. M. Banks, president of South- 
ern California Gas Company, was elected 
first vice president, and Dean H. 
Mitchell, president of Northern Indiana 
Public Service Company, second vice 
president. 


Partnership Plan Backed 


a favoring in principle a 
“partnership” between state, local, 
Federal, and private agencies for de- 
velopment of the Columbia river system’s 
resources was adopted by the Inland 
I:mpire Waterways Association at a 
meeting last month in Portland, Oregon. 

The resolution called for the enact- 
ment of lederal legislation to pave the 
way for a partnership development plan, 
such as was suggested sometime ago by 
Secretary of the Interior McKay. 

The association’s resolution looks to 
a partnership of the states, local com- 
munities, private citizens, and the Fed- 
eral government in a plan that would 
insure extension of inland navigation, 
flood control, upstream water storage, 
and extension of irrigation and reclama- 
tion as well as provide for the purchase 
and distribution of surplus power from 
new projects other than by the Federal 
government. 

Enactment of legislation under which 
the Federal government could properly 
assume its share of construction costs on 
nonreimbursable costs is vital to insure 
a balance, the resolution declared. 


California 


Company Buys Government Unit 


Tz General Services Administra- 
tion, Washington, D. C., recently 
approved the purchase for $2,150,000 of 
the Playa del Rey gas storage reservoir 
by Southern California Gas Company, it 
was announced by F. M. Banks, presi- 
dent. 

The company, Banks explained, has 


been using this partially depleted oil field 
to store gas for peak-day use under an 
agreement with the government drawn 
up in 1942 following government con- 
demnation of the property for this pur- 
pose. The property was offered for 
public sale in June of this year. The gas 
company’s bid, being the sole one made, 
had been under review by the GSA since 
that time. 


Connecticut 


Commission Approves Rate Rise 


fe state public utilities commission 
recently approved rate increases for 
electric power customers of the Con- 
necticut Light & Power Company, which 


NOV. 19, 1953 


will raise the company’s annual revenues 
by $2,101,308. 

Originally the company had sought a 
$3,133,385 increase in its electric rates; 
$367,152 in its gas rates ; and $56,100 for 


water. 
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The commission approved the in- 
creases for gas and water, on October 
20th, but rejected the electric rate 
schedule. 

It termed the charges proposed for 
electric service “more than just reason- 
able,” and asked the company to file a 
revised schedule. 

On October 22nd, the company sub- 


mitted its revised schedule of rates and 
charges. 

The revised schedule of rates and 
charges will yield additional revenues 
based on twelve months’ experience end- 
ing December 3lst, totaling $2,101,308, 
of which $1,391,130 will be realized from 
its residential customers ; $407,363, com- 
mercial ; and $331,215, industrial. 


Delaware 


Company Files Brief 


‘ee desires of the Air Force, unless 
clearly unreasonable, should be the 
controlling factor in determining the 
necessity of extension by the Delaware 
Power & Light Company of its service 
to the Dover Air Force Base, a brief 
placed with the state public service com- 
mission recently on behalf of the com- 
pany contended. 

The brief, filed by counsel for the 
company, argued that the commission 
would be remiss in its duty if it attempted 
to thwart the decisions of responsible 
Federal officials in such an important 


matter, pointing out that Air Force offi- 
cials have characterized the base near 
Dover as “a vital defense installation.” 

The city of Dover is contesting the 
application of Delaware Power & Light 
for a certificate of public convenience 
and necessity authorizing extension of 
its lines to the base under an electric con- 
tract with the U. S. Air Force which be- 
came effective last May 20th. The effec- 
tive date for service to the base, supply- 
ing up to 3,000 kilowatts, is December 
Ist. 

The commission was scheduled to hear 
oral argument on November 20th. 


Georgia 


Takes Unprecedented Step 


MOVE to determine whether it can 

force a subsidiary electric utility to 

buy its power from the cheapest available 

source was started by the state public 

service commission last month in an un- 
precedented rate regulatory action. 

The commission granted a temporary 
rate increase of about $128,000 a year 
to Georgia Power & Light Company, a 
subsidiary of Florida Power Corpora- 
tion, which operates in about twenty 
south Georgia counties. 


At the same time, however, the com- 
mission ordered Georgia Power & Light 
Company to show cause why it should 
not purchase power from Georgia Power 
Company. And the latter company was 
ordered to show cause why it should not 
sell power to Georgia Power & Light 
Company. 

Approved in a split decision, the rate 
increase is equal to the amount of the 
actual increase in the cost of power to 
GP&L and a recent wage increase, plus 
taxes. 


* 
Michigan 


Refuses to Delay Order 


. e~ state public service commission 
recently refused to delay the effec- 
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tiveness of an order to Michigan Con- 
solidated Gas Company to add 9,600 new 
house-heating customers. 

“If Consolidated wishes to comply 
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with our order,” a commission statement 
said, “nothing further is required from 
us at this time.” 

The statement said the company can 
proceed with the preliminary steps to add 
the new customers, including applica- 
tion for a modification of the Federal 
Power Commission tariff limiting heat- 
ing customers. Or, the statement con- 
tinued, the company can test the validity 
of the state order with an appeal to the 


courts. The company had asked the com- 
mission to hold up the effectiveness of 
the order until it could be cleared with the 
FPC. 

The commission order was for the im- 
mediate addition of 8,000 heating cus- 
tomers in Detroit and the rest in the 
Grand Rapids, Muskegon, Ann Arbor, 
Ypsilanti, Greenville, Belding, and Mt. 
Pleasant areas, also served by the com- 


pany. 


ee 
Ohio 


Gas Increase Approved 


. state public utilities commission 
recently authorized the Ohio Fuel 
Gas Company, Columbia Gas System 
subsidiary, to amend its special indus- 


trial gas contracts to bring in $655,000 
additional gross revenue a year. 

The company said higher wholesale 
prices for gas it buys made the change 
necessary. 


Tennessee 


State to Tax Contractors on 
AEC Jobs 


ONTRACTORS doing work for the 
Atomic Energy Commission will 
start paying the Tennessee sales and use 
tax again, it was announced recently by 
the department of finance and taxation. 
Dealers making any sales of tangible 
personal property were cautioned that 
whenever any sales are made to these 
contractors, they must charge and collect 
the 2 per cent sales tax. In some cases 
the contractors have been given special 
permission to pay the tax direct to the 
state, but dealers making sales to these 


contractors must have a copy of the com- 
missioner’s letter giving them this per- 
mission. 

As a result of a case decided by the 
United States Supreme Court in Janu- 
ary, 1952, the state of Tennessee re- 
funded about $3,000,000 in sales and use 
taxes which AEC contractors had paid 
from June, 1947, through December, 
1951. 

The last session of Congress amended 
the Atomic Energy Act of 1946 to en- 
able the various states having AEC facili- 
ties to tax the private contractors doing 
work for the commission. 


Wyoming 


Asks Approval of Note on REA 
Loan 

sg Lower Valley Power & Light, 

Inc., of Freedom, recently asked the 
state public service commission to ap- 
prove a $1,700,000 mortgage note on an 
REA loan. The note would cover the bal- 
ance of a $2,700,000 rural electrification 
loan approved some time ago. The com- 
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mission earlier approved a $1,000,000 
note for part of the loan. 

The company obtained the loan to ac- 
quire the capital stock and operating 
properties of the Jackson Hole Light & 
Power Company of Jackson and the Star 
Valley Power & Light Company of 
Afton—both private firms. Lower Val- 
ley is an REA co-operative. 
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Progress of Regulation 


Power Company Merger Approved Notwithstanding Monopoly 
Claims and Public Utility District Objections 


‘Le Washington Public Service 
Commission, rejecting alternative 
suggestions, approved the merger of 
Puget Sound Power & Light Company 
and the Washington Water Power Com- 
pany. It also authorized the issuance of 
securities to carry out the merger plan. 
Representatives of public utility districts 
were among the opponents of the pro- 
posal. Whether the corporations could 
continue separately and secure the same 
advantages as those contemplated by the 
merger was considered immaterial ; and, 
additionally, there was reason to believe 
that the merged companies could do bet- 
ter than the separate companies. The 
great demands for hydroelectric develop- 
ment, said the commission, might better 
be financed by the larger corporation. 

Suggestions that the public utility dis- 
tricts were better able to supply electric 
power and to finance additional gener- 
ating plants than electric companies were 
rejected with the statement that what 
might be the practical effect in that par- 
ticular was not before the commission 
for consideration. This was not material, 
nor did it determine whether granting 
of the applications of these companies, 
whereby one private utility would be sub- 
stituted for two private utilities, would 
or would not be compatible with the pub- 
lic interest. 

The commission also restated the rule 
that consistency with the public interest 
justifying a merger does not connote a 
public benefit. It is enough if the com- 
panies show that the proposed merger 
is compatible with the public interest. 

Objectors raised the point that the pro- 
posed merger would result in a monopoly 
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in the field of electric power in the state. 
To this the commission replied: 


As we understand the contention it 
is not that a monopoly in contempla- 
tion of law will result, but rather that 
too great a percentage of private elec- 
tric operations in this area will 
be placed under one management. 
Whether the relationship of the 
merged company itself toward the pub- 
lic will be contrary to the public in- 
terest, as that phrase is interpreted in 
law, cannot be tested by mere size or 
percentage comparison, but rather by 
ascertaining if the surviving corpora- 
tion can be required to render adequate 
service at reasonable rates. We cannot 
find that the surviving corporation 
will be unwieldy or will restrict regula- 
tory functions. To say that a monopoly 
is fostered and people will be subject 
to a power trust by permitting the 
merger of Puget and Washington does 
not recognize existing conditions and 
is inconsistent with the express intent 
and purpose of the law subjecting the 
actions of public service companies 
to immediate regulation by this com- 
mission. 


The commission examined evidence as 
to prospective earnings under various 
situations which might result and decided 
that. in view of prospective earnings, 
capitalization, debt ratio, and other 
financial factors, there would be no im- 
pairment of the rights of holders of 
bonds, notes, or preferred stock. Re 
Puget Sound Power & Light Co. et al. 
Cause Nos. U-8631, U-8632, October 
16, 1953. 
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Transformation into 


HE United States District Court re- 
fused to approve and enforce a plan 
designed to transform the Electric Bond 
and Share Company into an investment 
company, because the plan allowed the 
holding company to make unlimited in- 
vestments during the transformation 
period. The holding company is now, 
and until the end of 1954 or perhaps 
longer will be, a registered holding com- 
pany subject to the Holding Company 
Act. The court held that the company 
had failed to demonstrate “‘its fitness for 
exemptions and there is certainly no 
present assurance that even by the end 
of 1954 it will be able to do so.” 

The Securities and Exchange Com- 
mission had authorized the company, in 
the interim, to embark on a program of 
investment in securities which conceded- 
ly were not “appropriate in the ordinary 
course of business of a registered hold- 
ing company.” The commission action 
was not based on any finding that such 
freedom of investment was necessary in 
order to effectuate the plan. The record 
merely showed that the proposed pro- 
gram would convenience the company 
by permitting it at once to be free of the 
investment restrictions imposed by the 
Holding Company Act. District Judge 
McGohey continued: 


Indeed the commission does not 
argue that the proposed interim in- 
vestment program is “necessary.” Its 
argument is merely that during the 
period until Bond and Share is ex- 
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Holding Company’s Investments Limited Pending 
Investment Company 


empted from the act, it will not be a 
mere registered holding company but 
a “registered holding company .. . in 
the process of transformation into an 
investment company” ; and that there- 
fore “it would be unfair to investors 
to require that during that time Bond 
and Share must sterilize its funds.” 
This assumes that the wide latitude 
appropriate for an investment com- 
pany is the only alternative to “sterili- 
zation.” Congress, however, certain- 
ly seems not to have thought these the 
only alternatives and I think they are 
not. Although the investment prob- 
lems inherent in the “process of trans- 
formation” were undoubtedly appar- 
ent to Congress, it did not authorize 
the commission to ameliorate or solve 
them by permitting, during the trans- 
formation process of indefinite dura- 
tion, the wide range of speculative in- 
vestment permissible after transfor- 
mation has been effected. Congress in 
§ 9(c)(3) has limited the commis- 
sion’s authority to permitting, even 
during “the process of transforma- 
tion,” investments in only such se- 
curities as are “appropriate in the or- 
dinary course of business of a regis- 
tered holding company.” If this 
authorization be thought too restric- 
tive, enlargement must be sought from 
Congress. It cannot be effected by the 
commission ; or by this court. 

Re Electric Bond & Share Co. 113 F 

Supp 547. 


Commission Modifies Deposit Requirement in 
Extension Rules 


WATER company’s extension rules 

were rigid in their requirements. 
Each applicant was to deposit a certain 
amount to cover the cost of the exten- 
sion before work would commence. A 
partial refund would be made for each 
new customer added over a period of 
years. 
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Applicants for an extension petitioned 
the Missouri commission for a review 
of these rules, claiming they were un- 
reasonable and arbitrary, asking for a 
modification which would allow the ex- 
tension under reasonable terms and con- 
ditions and at a reasonable charge. If 
they were required to meet the com- 
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pany’s deposit requirements, they ar- 
gued, they might not be able to install 
plumbing facilities in their residences 
for using the water when it became 
available. 

The commission agreed and proceed- 
ed to inject elasticity into the rules. It 
inserted a clause which allowed a de- 
parture from the deposit requirement 
when exceptional circumstances existed 
and gave the commission power to de- 
termine, in such cases, how the cost of 
the extension should be borne. Unjust 
discrimination would not stem from 
such a clause if rightly observed, since 
the company could not arbitrarily ex- 
tend different treatment to one applicant 
than to others. The departure would be 
allowed in exceptional cases and then 
only by permission of the commission. 

Having decided that the circumstances 
involved in the present case were excep- 
tional, the commission then determined 
how the cost should be borne. The wa- 
ter company could not reasonably be re- 
quired to extend its mains into a particu- 
lar area at rates no higher than those 
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charged present customers, where the 
cost of the extension per customer would 
be more than twice that of the present 
distribution system. On the other hand, 
the company should be willing to do as 
much for prospective customers adja- 
cent to or within the area served as it 
had done for its present customers. 

Though the company was expected to 
spend as much per customer as it had 
spent on its present distribution system, 
additional revenues should be allowed to 
cover the amounts in excess. How could 
this be done so as to allow the company 
a fair return on the additional invest- 
ment? The commission authorized a 
surcharge to be added to the rates of the 
new customers serviced by the exten- 
sion. The surcharge would provide a 6 
per cent rate of return on the additional 
amounts invested, plus depreciation at a 
rate of at least one per cent, and would 
continue until the area had sufficiently 
developed to justify reduction from time 
to time. Montgomery v. Lead Belt Wa- 
ter Co. Case No. 12,473, August 12, 
1953. 


Tax Adjustments Made in Rate Proceeding Because 
Of Bell System Debt Ratio and Tax Practices 


‘Tle Delaware commission refused to 
allow a telephone company the full 
amount of a proposed rate increase not- 
withstanding the company’s claim that, 
owing to the inflationary squeeze which 
it was experiencing, the present rates 
were yielding much less than a fair re- 
turn. 

The commission said that an exhibit 
offered by the state regarding the com- 
pany’s operations was more realistic 
than one offered by the company. The 
commission adopted the state’s exhibit. 
The differences between the two exhibits 
were summarized in this way: 


(1) Difference in period covered. 
Company exhibit includes six months’ 
forecast while state’s exhibit is based 
upon the past twelve months. 

(2) Contributions. Company ex- 
hibit includes contributions as an op- 
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erating expense while state’s exhibit 
does not. 

(3) Wage adjustment. Company 
exhibit includes an amount for in- 
creased future wage levels, while 
state’s exhibit does not, being related 
to an actual period. 

(4) Tax adjustment. Company 
exhibit eliminates an adjustment of 
book taxes as being related to a prior 
period, while state’s exhibit does not. 


The commission noted that the debt 
ratio of the Bell system was 44 per cent 
while its local affiliate (Diamond State) 
had only 12 per cent debt. The result of 
this distribution was that the local com- 
pany had a minimum of interest expense 
for deduction in computing its Federal 
income tax. This resulted in an abnor- 
mally high tax liability. A procedure de- 
veloped jointly by the National Associa- 
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tion of Railroad and Utilities Commis- 
sioners and the AT&T for allocating 
a portion of system debt to the subsidiary 
was adopted. Consideration was also 
given to the parent’s advantage from fil- 
ing a consolidated tax return for the com- 
panies. 

The company’s rate base calculation 
consisted entirely of reproduction cost 
values while the state depended on book 
costs. The commission, in stating the fair 
value of the company’s property, con- 
sidered reproduction cost as well as 
original cost, and made this comment 
concerning the company’s calculations: 


The commission is aware that any 
estimation of reproduction cost must 
necessarily be predicated upon as- 
sumptions and judgments, and that any 
qualified group would probably arrive 
at a figure different from that of an- 


other equally qualified group, because 
of the necessity for the exercise of 
judgment. 


The state protested against any work- 
ing capital allowance and offered evi- 
dence of tests made of a sister Bell sys- 
tem company. The commission conceded 
the company’s claim that the tests were 
not applicable to it but added that “the 
commission cannot blind itself to the fact 
that such tests are a prime indicator of 
the conditions existing in Diamond 
State.” The fact that neighboring states 
had also refused to make any allowance 
for working capital for Bell system 
companies was a further reason why the 
commission, in the absence of a specific 
showing of need, refused to make any 
working capital allowance. Re Diamond 
State Teleph. Co. Docket No. 100, Au- 
gust 31, 1953. 


7 


Failure of Competitor to Follow Rate Increase 
Plan Not Unconstitutional 


N air carrier which had increased 
rates complained to the California 
commission that another carrier’s failure 
to increase its rates to a similar degree 
was a direct violation of the California 
Constitution. The carrier based its claim 
vn two sections of the Constitution—the 
first prohibiting carriers from discrimi- 
nating in charges or facilities, the second 
prohibiting carriers from charging a 
different fare than that set out in ap- 
proved tariffs. 

The company argued that after the 
commission had granted it an increase, 
the lower rates of the other carrier were 
discriminatory against its higher fare- 
paying passengers. The commission dis- 
missed the complaint on the ground that 


the company had failed to state a cause 
of action. 

The discrimination referred to in the 
first section relates to passengers of a 
single carrier and in the absence of any 
allegation that the other carrier was 
charging its own passengers different 
fares, no action rises thereunder. 

The second section means that no com- 
pany shall charge less or different fares 
than that specified in its own tariff ap- 
proved by the commission. By charging 
the fare set out in its tariff, the other 
carrier was complying with, and not 
violating, the constitutional prohibition. 
California Central Airlines v. Pacific 
Southwest Airlines, Decision No. 48563, 
Case No. 5450, May 5, 1953. 


e 


Turnabout—Request for Restoration of Passenger Service 


| gee for restoration of railroad 
passenger service have been rare 
in recent years. It looks as if commis- 
sion authorization might be even more 
rare unless arguments other than civic 
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advantage are presented. At any rate, 
the Connecticut commission could not be 
persuaded to order restoration of such 
service. 

The company showed that service 
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could be maintained only at a large an- 
nual loss. 

However, not only would the cost of 
putting the line in condition be consid- 
erable, but it was highly improbable that 
the company would even closely approxi- 
mate its out-of-pocket expenses. Consid- 
eration must also be given, said the com- 
mission, to other transportation facilities 
in the area, none of which are in healthy 
financial condition. 


Final consideration was given to just 
who would benefit from such service. 
Few patrons would save anything on the 
cost of travel, and since there were to be 
no transfer privileges, the cost might 
well be increased in many instances. In 
addition, travel to and from stations via 
private automobile or public transporta- 
tion would result in negligible time sav- 
ing. Re New York, N. H. & H. R. Co. 
Docket No. 8621, September 11, 1953. 


e 


Purchases from Affiliate Must Be Explained 


HE California commission dismissed 

a water company’s application for a 
rate increase when the company’s presi- 
dent refused to testify as to the cost of 
rights and materials sold to the company 
by him and by a corporation under his 
control. The commission said that its duty 


to test the integrity of transactions be- 
tween affiliates when fixing rates includes 
the right of cross-examination, which 
may not be frustrated by the suppression 
of relevant information. Re San Gabriel 
Valley Water Co. Decision No. 48942, 
Application No. 33814, August 10, 1953. 


e 


Commission Restates Fundamental Regulatory Principles 


WATER company petitioned the Cali- 
fornia commission for a rehearing 
after being granted rate increases sub- 
stantially lower than it had proposed, 
claiming the modified increases were un- 
reasonable and confiscatory. The com- 
mission restated some fundamental prin- 
ciples of public utility regulation by 
governmental authority: 


There is no constitutional right to 
be a public utility. In operating as a 
public utility, a corporation is per- 
forming a function of the state... and 
is exercising an extraordinary priv- 
ilege and occupies a privileged posi- 
tion. In such circumstances, 
standards of public service must be 
the guide in fixing the rates which a 
public utility may charge the public. 
It is true that a public utility enjoys 
a constitutional right to the opportu- 
nity to earn a reasonable return upon 
the property which it has lawfully 
dedicated to the public use but regula- 
tion does not guarantee that a public 
utility will realize net revenue. ... 

However, it must be kept in mind 
that a public utility must meet its obli- 


811 


gations imposed by law before it may 
claim the benefits which flow from the 
privilege which it exercises. There 
must be a balancing of consumer and 
investor interests. ... The utility may 
not charge the ratepayer more than 
the service is reasonably worth, in 
order to realize net revenues. .. . 
Value of service, however, is to be re- 
garded as a ceiling and not as a floor. 


A corporation which has been granted 
the privilege of operating as a public 
utility must faithfully perform a most 
fundamental duty—that of furnishing 
reasonable and adequate service at rea- 
sonable rates. In return, the utility is 
entitled to reasonable earnings upon 
the property dedicated to public use. In 
the light of these principles, a utility 
cannot breach the covenants it has made 
with the state by failing to furnish ade- 
quate service and still demand the re- 
turn to which it would have been en- 
titled for the faithful performance of its 
service obligations. 

In granting the modified increase, the 
commission had not been moved by the 
belief that the company was constitution- 
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ally entitled to such increases, but by the 
expectation that additional revenue 
would facilitate the improvement of 
service inadequacies. 

The company could not claim that dif- 
ferent area rates prevented it from earn- 


ing a fair and reasonable department- 
wide return since each of those rates, 
rate bases, and returns, standing alone, 
was reasonable. Re Citizens Utilities Co. 
Decision No. 48778, Applications Nos. 
33577-33581, June 30, 1953. 


Surcharge May Not Be Added to Recoup Past Losses 


rN electric company’s attempt to add 
a 5 per cent surcharge to existing 
rates for such a period of time as might 
be necessary to recoup the amount of the 
deficit in return which had been experi- 
enced in the years 1951, 1952, and 1953 
was disallowed by the New Jersey Board 
of Public Utility Commissioners. 

The company’s contention was that 
the board’s denial of a rate increase ap- 
plication which it had made in 1950 was 
the cause of its failure to earn a reason- 
able return and that under the rule of the 
New Jersey Supreme Court in the 
Hackensack Water Company Case 
(1922) 98 NJL 41, the surcharge was 
proper. 

The board said that its determination 
of the question involved in this proceed- 
ing was of vital importance to the future 
of rate regulation in the state. The con- 
sequences of the rule contended for by 
the company were described by the board 
in this sentence: 


We believe that if the proposition 
for which the company contends is 
sustained, our state would stand in 
isolation in giving it effect; that op- 
portunity to earn a fair return would 
be replaced by guarantee of a fair 
return; and that the question of fair 
rate of return, in which risk and esti- 
mates of cost of money play such im- 
portant parts, would have to be worked 
out because we would have no basis 
for comparison. 


The board examined the Hackensack 
decision very carefully. The decision was 
apparently based on these words of 
United States Supreme Court Justice 
Brandeis in another early case, Galves- 
ton Electric Co. v. Galveston, 258 US 
388, PUR1922D 159: 
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. .. A company which has failed to se- 
cure from year to year sufficient earn- 
ings to keep the investment unimpaired 
and to pay a fair return, whether its 
failure was the result of imprudence 
in engaging in the enterprise, or of 
errors in management, or of omission 
to exact proper prices for its output, 
cannot erect out of past deficits a legal 
basis for holding confiscatory for the 
future rates which would, on the basis 
of present reproduction value, other- 
wise be compensatory. 


From these words the court in the 
Hackensack Case implied that if the util- 
ity’s failure to earn a fair return was 
not due to any of the reasons mentioned 
by Justice Brandeis but was due to a mis- 
calculation on the part of the commission 
in an earlier rate proceeding, a surcharge 
could be imposed to make up for past 
deficits. The board ruled that such a limi- 
tation on the principle laid down by Jus- 
tice Brandeis in the Galveston Case was 
incorrect and clearly not intended. 

To substantiate its ruling on this point 
the board cited the Georgia Railway & 
Power Co. Case, 262 US 625, PUR- 
1923D 1, in which Justice Brandeis 
stated that part losses are not to be capi- 
talized as property on which the fair re- 
turn is based and Public Utility Comrs. v. 
New York Teleph. Co. 271 US 23, PUR- 
1926C 740 in which the Supreme Court 
said : 


The revenue paid by the customers 
for service belongs to the company. 
The amount, if any, remaining after 
paying taxes and operating expenses 
including the expense of depreciation 
is the company’s compensation for the 
use of its property. If there is no re- 
turn or if the amount is less than a 


812 




















PROGRESS OF REGULATION 


reasonable return, the company must 
bear the loss. Past losses cannot be 
used to enhance the value of the prop- 
erty or to support a claim that rates 
for the future are confiscatory. 


The board’s conclusion was that a 


series of Federal decisions on the ques- 
tion of past losses “runs counter to and 
vitiates the decision in the courts of our 
state in the Hackensack Case and the line 
of reasoning upon which it rests.” Re 
New Jersey Power & Light Co. Docket 
No. 7490, September 23, 1953. 
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Other Important Rulings 


4} California commission con- 
sidered proposed transit rates that 
would yield a return of 8.13 per cent and 
an operating ratio of 95.35 per cent to 
be fully justified. Re San Diego Transit 
System, Decision No. 48867, Application 
No. 34016, July 21, 1953. 


A Federal district court ruled that a 
poultry dealer who transported poultry 
in leased trucks and assumed all credits, 
spoilage, and damage risks and loss of 
cargo and neither owned nor had any in- 
terest in transportation equipment and 
had never held himself out to the public 
as a carrier, fell within the certificate ex- 
emption of the Interstate Commerce Act 
as a private carrier. Interstate Com- 
merce Commission v. Woodall Food 
Products Co. 112 F Supp 639. 


A water company’s rates were in- 
creased by the California commission to 
allow a return of 6.35 per cent, which 
could be expected to decline to 6 per 
cent because of the steady growth of 
operations and the consequent increase 
in expenses. Re Citizens Utilities Co. 
Decision No. 48620, Application No. 
33579, May 19, 1953. 


The California commission held that 
a condition in a dismissal benefits plan, 
submitted by a ferry company seeking to 
abandon service, which makes future 
wage increases a restriction on the pay- 
ment of the benefits, should not be in- 
cluded in the plan and is better left to 
collective bargaining between the com- 
pany and its employees. Re Richmond 
& S. R. Ferry & Transp. Co. Decision 
No. 48686, Application No. 33942, June 
9, 1953. 
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The fact that a railroad would be 
forced to hire its competitor for deliv- 
eries within a municipality was one of 
the factors considered by the Colorado 
commission in granting a motor carrier 
authority to operate within the munici- 
pality, although it had been operating 
previously under the mistaken informa- 
tion that no authority was needed. Re 
King, Application No. 12434, Decision 
No. 41088, August 11, 1953. 


The Texas Court of Civil Appeals al- 
lowed a cotton shipper to recover from 
a railroad the difference between a com- 
bination and through rate, since cotton 
shipped to a point for concentration and 
compression and reshipped over the rail- 
road line to final points of destination, 
all within the state, was considered the 
same or legally substituted cotton. Pan- 
handle & S. F. R. Co. v. Welch, 259 
SW2d 269. 


The California commission decided 
that where an electric utility certificate 
has been revoked, it is no longer con- 
cerned with the encumbrance or dispo- 
sition of properties formerly used in the 
electric business and included in a deed 
of trust at the time of its execution, or 
as a result of its reformation by a court. 
Hosford v. Henry (Klamath Water, 
Light & P. Co.) Decision No. 48571, 
Case No. 5409, May 5, 1953. 


The California commission authorized 
a water company to adopt the straight- 
line remaining life method of deprecia- 
tion accounting, basing future accruals 
upon a spreading of the original cost of 
the plant, less estimated net salvage and 
depreciation reserve, and to review such 
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accruals when major changes in plant 
composition occurred. Re Citizens Utili- 
ties Co. Decision No. 48619, Applica- 
tion No. 33580, May 19, 1953. 


A California court ruled that an air 
carrier was not liable for a penalty for 
increasing rates prior to a commission- 
set effective date, since the Public Util- 
ities Act did not refer to air carriers and 
the commission had no jurisdiction over 
such carriers. People v. California 
Central Airlines, 258 P2d 577. 


The Missouri commission did not con- 
sider proposed telephone rates that 
would yield a return of 6.48 per cent to 
be excessive in view of a vast rehabilita- 
tion and improvement program to be in- 
augurated. Re Middle States Util. Co. 
Case No. 10,929, August 12, 1953. 


A water company was allowed an in- 
crease in rates by the California com- 
mission, notwithstanding the fact that it 
had been supplying low quality water at 
inadequate pressure, with a proviso that 
a contemplated construction program 
designed to improve the service be car- 
ried out. Re Citizens Utilities Co. Deci- 


sion No. 48622, Application No. 33577, 
May 19, 1953. 


The Maine commission dismissed a 
food producer’s claim that railroad trans- 
portation of tin cans on one branch line 
at a higher rate than on another branch 
line was unjustly discriminatory, because 
no evidence was offered tending to estab- 
lish similarity of value and cost of serv- 
ice. Baxter (H. C.) & Bros. v. Maine 
C. R. Co. F. C. No. 1416, August 12, 
1953. 


The South Dakota commission ruled 
that carload freight may not be consid- 
ered in a proceeding to substitute a pre- 
paid for an agency station, because an 
agent is not required for carload freight. 
Re Minneapolis, St. P.& S.S.M. R. Co. 
F-2382, September 8, 1953. 


A foreign railroad corporation’s peti- 
tion to sell all its operating rights and 
properties to another railroad was dis- 
missed by the Wisconsin commission for 
lack of jurisdiction when it appeared 
that the properties were used in inter- 
state commerce. Re Chicago, N. S. & 
M. R. Co. 2-U-4095, August 28, 1953. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Board of Public Utility Commissioners 


New Jersey Natural Gas Company 


Docket No. 7274 
July 22, 1953 


OMPLAINT by customers against charges, service, and 
billing practices of gas company; change in company’s pro- 
cedures ordered. 


Payment, § 17 — Billing practices —When meter not read. 
1. A gas company’s practice sending estimated or averaged bills where it 
is not able to obtain a meter reading is preferred to a practice of sending 
blank bills to customers whose premises cannot be entered by the meter 
reader, p. 105. 


Rates, § 648 — Evidence — Cost of gas service — Sampling of customers. 
2. A sample of 2.5 per cent of the accounts of a gas company was accepted 
as being sufficiently large to indicate reliably a trend, in a determination as to 
whether the cost of natural gas was greater or less than the cost of manu- 
factured gas in each service area and for each class of service, p. 106. 


Service, § 284 — Test of meter accuracy — Effect of conversion to natural gas. 
3. The Commission, in attempting to determine the effect on meter accuracy 
of a utility’s conversion to natural gas and in resolving complaints that the 
flow of natural gas accelerates the action of meters and makes them record 
a greater consumption, will take official notice of monthly meter test reports 
submitted to it for the first five months of the year in which the matter 
was under consideration, p. 107. 


Service, § 284 — Accuracy of meters — Conversion to natural gas. 
4. A meter which has been used to measure manufactured gas distributed 
under low pressure and then is used to measure natural gas, without any 
change in its diaphragm, may tend to over-register consumption if the dia- 
phragm is made of leather, but such results will not take place where the 
meter diaphragm is made of synthetic material, p. 107. 





Service, § 284 — Gas meters — Duration of service. 
5. A gas meter should not remain in service for a period longer than six 
years without testing, because of the likelihood that over a longer period 
defects would develop in the meter, which would result in it either being a 
fast or a slow meter, p. 107. 


Service, § 117 — Customers’ complaints — Company obligation. 
6. Every customer of a utility is entitled to have his legitimate service and 
billing problems dealt with sympathetically, promptly, and efficiently, since 
no feature of utility operations is more important than the broad area of 
contact usually referred to as customer relations, p. 113. 
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Rates, § 389 — Gas — Space-heating service — Company estimates of cost. 
7. A gas company, against which a number of complaints had been filed 
with the Board regarding the differences between the estimate of cost for 
annual space-heating service and the actual charges made, was directed to 
furnish each customer with the details of the estimate of the cost of gas 
for space heating regardless of who made the estimate, so that in resolving 
these complaints it could be determined what was the basic reason for the 








variance between the estimate and the actual cost, p. 114. 


Service, § 333 — Conversion of customers’ appliances. 
Discussion of the factors involved in the conversion of customers’ appliances 
upon changing from manufactured gas to natural gas, p. 101. 


Gas, § 1 — Heat content of natural gas. 


Statement that the distance traveled by natural gas in a pipeline has no 
significant effect on its heat content, p. 111. 


APPEARANCES : Sidney M. 
Schreiber, for New Jersey Natural 
Gas Company; Benjamin Edelstein, 
pro se and for Shore Consumers Pro- 
tective Association; William T. Hier- 
ing, for boroughs of Seaside Heights 


and Seaside Park; Sidney J. Meis- - 


trich, for city of Asbury Park; Sam 
Kite, for Lakewood Township Tax- 
payers Association and Lakewood 
Hotel Association; Harold Feinberg, 
for borough of Belmar; Edward C. 
Stokes, for city of Long Branch; Irv- 
ing E. Keith, for borough of Bradley 
Beach; Richard R. Stout, for town- 
ship of Ocean; H. W. Wharton, for 
borough of Keyport; Stout & 
O’Hagan, by William J. O’Hagan, 
for borough of Deal; John R. Sailer, 
Deputy Attorney General, for Board 
of Public Utility Commissioners. 


Herbert J. Flagg, Executive Officer ; 
Jack Schwartz, Deputy Executive Of- 
ficer; William H. Wood, Director, 
Division of Rates and Research; 
David M. Lane, Director, Division of 
Engineering; Joseph P. O'Toole, 
Supervisor, Service Inspection Divi- 
sion, in behalf of Board of Public 
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Utility Commissioners, Department of 
Public Utilities. 


By the ComMIssION : 


Introductory 


This proceeding was initiated by ihe 
Board of Public Utility Commis- 
sioners by order issued on its own 
motion dated March 6, 1953. As 
recited in said order, the Board had 
received an unusually large number of 
complaints concerning the charges, 
service, billing practices, and other 
aspects of the operations of respondent, 
New Jersey Natural Gas Company. 
This indicated to the Board that it 
should undertake an inquiry to as- 
certain the underlying causes of the 
complaints and to discover, if possible, 
the steps that the Board should require 
the respondent to take in order to 
eliminate such causes. 

No public utility operation is en- 
tirely free from customers’ complaints. 
Annually, the Board receives a nom- 
inal number of complaints involving 
each utility under its jurisdiction. 
These complaints are usually resolved 
individually, in an informal manner. 
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However, when an unusually large 
number of complaints is registered, 
all following substantially the same 
pattern, as in this case, it is a clear 
indication that a situation exists that 
may call for correction through 
formal action by the Board. Open 
public hearings, held on due notice, at 
which all interested parties may appear 
and be heard, permit the facts to be 
developed on which sound conclusions 
and appropriate remedial action may 
be based. 


Pursuant to directive, the respond- 
ent caused the Board’s order of March 
6, 1953, to be published in the news- 
papers printed and distributed in re- 
spondent’s natural gas service areas, 
just prior to the hearing. Four public 
hearing sessions were held. A day 
session and an evening session were 
held on March 26, 1953, and day ses- 
sions were held on April 29 and May 
21, 1953. Appearances for municipal- 
ities and groups of interested cus- 
tomers were as noted above. State- 
ments of counsel and testimony by 
some twenty-five public witnesses and 
six company witnesses were received. 
The record consists of 556 pages of 
transcript and 22 exhibits. At the 
hearings, the Board was represented 
by counsel as noted above. Members 
of the Board’s staff also participated 
in the hearings. The Board is of 
the opinion that the record as it now 
stands deals adequately with the mat- 
ters specified in the Board’s order 
initiating this proceeding and affords 
a satisfactory basis for the con- 
clusions and order hereinafter set 
forth. 


Report 


A review of the significant events 


that took place prior to this proceeding 
will contribute to an understanding 
of the causes of the service and cus- 
tomer-relation difficulties recently ex- 
perienced by the respondent. Not all 
of the detailed information that fol- 
lows is contained in the record of the 
instant proceeding, and in order to 
present a complete discussion of the 
matters dealt with in this proceeding, 
the Board has taken official notice 
of data on record in its files which 
was brought to the Board’s attention 
during the course of the hearings, in- 
cluding Dockets numbered 6915, 6023, 
5302, 4592, 4362, and 3925. 

The predecessor entities of the pres- 
ent New Jersey Natural Gas Company 
were County Gas Company and the 
Gas Department of the Jersey Central 
Power & Light Company. 

County Gas Company was organ- 
ized March 14, 1922. Prior to Sep- 
tember, 1949, it distributed manufac- 
tured gas in its service area which 
extended over the northern part of 
Monmouth county. On September 4, 
1949, County Gas Company began 
the distribution of straight natural gas 
to some of its customers. The conver- 
sion of its customers’ appliances to the 
use of natural gas was completed and 
straight natural gas was furnished to 
all customers in that area by October 
4, 1949. The records of the Board 
do not show that there was any notice- 
able increase in complaints relating to 
service or bills from customers of 
County Gas Company, coincident with 
or following the aforementioned con- 
version. This fact appears to demon- 
strate that in some situations conver- 
sion from manufactured gas to straight 
natural gas can be accomplished with- 
out disturbance of customer relations, 
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if no abnormal factors affect the con-pany to divest itself of its gas proper- 


version procedure. 

The gas department of Jersey Cen- 
tral Power & Light Company dis- 
tributed manufactured gas in three 
general areas in New Jersey. The 
principal area, known as the Coast 
Division, extended from Red Bank 
southward to Tuckerton. The South- 
ern Division area covered most of 
Cape May county and the Northern 
Division area covered the more popu- 
lous areas in Morris county. These 
three operating areas are not inter- 
connected. The gas system operated 
by Jersey Central Power & Light Com- 
pany was the result of merger and in- 
tegration of several smaller gas prop- 
erties prior to 1925. 

In June of 1950, Jersey Central 
Power & Light Company obtained 
for its Coast Division a supply of 
natural gas in sufficient volume (5,000 
thousand cubic feet per day) to enable 
it to change its method of manufac- 
turing gas so as to use the natural 
gas instead of oil in the process. The 
heat content of the gas so produced 
was 625 Btu, per cubic foot, as com- 
pared with the 525 stu heat content 
of the gas previously supplied. 

Jersey Central Power & Light Com- 
pany is a subsidiary of the General 
Public Utilities Corporation, which, 
in turn, is a registered holding com- 
pany, subject to the Public Utility 
Holding Company Act of 1935. This 
is a Federal law, administered by the 
Securities and Exchange Commission 
of the United States Government. 
Pursuant to its powers under that law, 
the Securities and Exchange Commis- 
sion on December 28, 1951, ordered 
Jersey Central Power & Light Com- 
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‘tral Southern Division. 


ties. 

In compliance with the order of the 
Securities and Exchange Commission, 
Jersey Central Power & Light Com- 
pany advertised its gas properties for 
sale. County Gas Company (New 
Jersey Natural Gas Company, succes- 
sor) was the successful bidder—there 
being two bids. After the necessary 
formal approvals of the Federal and 
state agencies and local governing 
boards were obtained, the sale of the 
gas properties of Jersey Central Power 
& Light Company to New Jersey 
Natural Gas Company was consum- 
mated on June 3, 1952. 

In the meantime, Jersey Central 
Power & Light Company had obtained 
from South Jersey Gas Company a 
supply of natural gas for distribution 
in the area served by the Jersey Cen- 
In the South- 
ern Division, conversion of cus- 
tomers’ appliances was completed and 
area-wide distribution of straight nat- 
ural gas was established in February, 
1950. This changeover from manu- 
factured to natural gas was also ac- 
complished without serious disturb- 
ance of relations between the utility 
and its customers. There was no sig- 
nificant increase in the number of 
complaints from customers received by 
the Board at or following this 
changeover. 

Jersey Central had obtained an addi- 
tional allotment of natural gas (9,000 
thousand cubic feet) which was suf- 
ficient to enable it to furnish straight 
natural gas to the gas customers in its 
Coast Division. Accordingly, the 
company applied to this Board for 
authority to change the thermal value 
of the gas to be supplied to customers 
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from 625 stu to 1,050 Bru. The 
Board granted such authority by cer- 
tificate dated May 14, 1952, and Jer- 
sey Central proceeded with the pre- 
drilling phase of the appliance con- 
version project. Thus, at the time 
the respondent acquired the gas prop- 
erty of Jersey Central, the appliance 
conversion project was well under way 
and all of the authorizations necessary 
to serve straight natural gas to cus- 
tomers in the Coast Division had been 
obtained. The final step in the change- 
over to straight natural gas was 
started by the respondent on June 24, 
1952, and completed on August 12, 
1952. 

In striking contrast to the smooth 
accomplishment of the conversion 
projects in the two instances first men- 
tioned above, the changeover to nat- 
ural gas in the former Coast Division 
of Jersey Central was accompanied by 
much customer dissatisfaction which, 
as indicated hereinbefore, was evi- 
denced by complaints to the Board 
and more numerous complaints to the 
respondent. 

There have been several references 
herein to the conversion of customers’ 
appliances. A brief discussion of the 
need for such conversion is in order 
at this point. 

Prior to the introduction of natural 
gas in New Jersey, all of the gas- 
using appliances in service were pre- 
sumably designed and adjusted for the 
use of manufactured gas having a heat 
content of 525 Bru per cubic foot, as 
prescribed by the Board. A gas appli- 
ance operates on the principle of mix- 
ing a certain amount of air with a 
certain number of heating units 
(amount of gas) which come into the 
appliance. When au appliance burner 
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is manufactured it is given an “input 
rating” which is the maximum number 
of BTU the burner will consume ef- 
ficiently in a given period of time. 
For instance, the ordinary large top 
burner of a kitchen range has an in- 
put rating of 9,000 stu per hour. 

The performance of a given gas ap- 
pliance (burner) depends upon a num- 
ber of factors including (1) the rate 
at which energy is supplied to it— 
that is, the number of Bru per hour; 
(2) the rate at which air enters the 
burner as primary air; (3) the area 
of the openings in the burner (port 
area) in relation to the input of gas; 
(4) the availability of secondary air, 
and (5) the physical and burning char- 
acteristics of the gas being used. 

The heating units (BTU) contained 
in the gas enter the burner through 
an opening called the “orifice” which 
is usually affixed to the gas valve or 
burner cock mechanism. As the gas 
emerges from the orifice, air is mixed 
with it and this mixture of gas and 
air enters the “venturi” or mixing 
chamber of the burner. 

When the number of stu per unit 
volume of gas is increased, which is 
what takes place in the changeover 
from manufactured to straight natural 
gas, it is necessary to make the orifice 
smaller so as not to increase the num- 
ber of BTU entering the burner. 

Manufactured gas contains a con- 
siderable amount of free hydrogen and 
carbon monoxide. Natural gas con- 
tains neither of these substances and 
consequently differs essentially from 
manufactured gas in burning charac- 
teristics. It burns more slowly, re- 
quires more secondary air, and re- 
quires that the burner ports be made 
larger so that, “ the gas will 
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sit down and burn at the burner.”” The 
enlargement of the burner ports is also 
necessary in order to maintain the 
burner efficiency at its maximum input 
rating. This enlargement of the 
burner ports is known as “pre-drill- 
ing’ and is usually performed well in 
advance of the changeover. The ori- 
fice is not changed until the time of the 
actual changeover. Also, at that time 
the air-gas mixture is adjusted and 
the appliance is supposed to be left so 
that it will work at the same or better 
efficiency with natural gas as it did 
with manufactured gas. However, not 
all customers are satisfied with the 
performance of their gas burner equip- 
ment after the changeover. The or- 
ganization that completed the conver- 
sion project for the respondent makes 
a business of converting gas appli- 
ances, as above-described, reports that 
it normally expects between 15 and 18 
out of every 100 customers to call for 
correction of their appliance adjust- 
ment within thirty days after the 
changeover. In the instance here un- 
der consideration it is reported that 
“call-backs” in the first thirty days 
amounted to only 11 in 100 customers. 

The record shows that a burner 
can be made to operate with equal 
efficiency as to work performed with 
the energy (BTU) in the gas whether 
natural or manufactured gas is being 
burned. It also appears that there 
may be a gain, rather than a loss, in 
efficiency of utilization of manufac- 
tured gas after the pre-drilling of the 
burner ports has taken place. In any 
event, the pre-drilling operation of it- 
self does not cause any more gas to 
be used because the maximum amount 
of gas that can be delivered to the 
burner is limited by the orifice, and the 


orifice is not changed until the natural 
gas is available in the mains. 

When New Jersey Natural Gas 
Company took over the gas properties 
of Jersey Central Power & Light 
Company, it also took over most of 
the Jersey Central employees who were 
associated exclusively with the gas 
operations. However, those em- 
ployees whose duties were related to 
both the gas and electric operations of 
Jersey Central remained with that 
company. These included meter read- 
ers and employees in the billing de- 
partment. 

At the time it acquired the Jersey 
Central gas properties, the employee 
organization of New Jersey Natural 
Gas Company was designed to handle 
accounts of approximately 14,600 cus- 
tomers in the 90 square miles of its 
service area in Monmouth county. 


‘Thus, when its operations were ex- 


panded to serve approximately 90,000 
all-year customers in a total area of 
905 square miles, it was confronted 
with the task of recruiting and train- 
ing many additional employees to read 
meters and make out customers’ bills. 
In addition, it had to purchase and in- 
stall new billing equipment and set up 
a new billing procedure. While, so far 
as practicable, these things were antic- 
ipated prior to the acquisition, the 
plans could not reasonably be put into 
operation nor the equipment purchased 
until after the acquisition of the Jer- 
sey Central Gas properties was actually 
ratified by the constituted public agen- 
cies. 

This situation (in the summer of 
1952) was further complicated by the 
necessity of opening accounts and 
establishing service for more than 22,- 
000 seasonal customers who come to 
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the shore areas only during the sum- 
mer months. 

In order that there would be no 
hiatus in the billing functions, the 
respondent arranged with Jersey Cen- 
tral for the latter to continue to read 
meters and send out bills to customers 
in its former gas territory until July 
28, 1952. However, on that date the 
respondent was unable to assume these 
responsibilities for itself and this ar- 
rangement with Jersey Central was 
accordingly extended. The respond- 
ent gradually built up the organization 
of its own crew of meter readers and 
commercial office staff so that it was 
able in November, 1952, to perform 
all of its enlarged commercial opera- 
tions with its own employees. 

At this time, many difficulties devel- 
oped in respondent’s billing procedure. 
There was a high rate of turnover in 
meter readers who were men mostly 
in the age group subject to military 
service. Also, there was a high rate 
of turnover in the employees of the 
billing department who, in large part, 
were wives of service personnel sta- 
tioned at nearby Fort Monmouth and 
subject to transfer on short notice. 
This rapid turnover caused a serious 
disruption of regular meter reading 
cycles and numerous errors in bills 
which, as will appear later herein, was 
mainly responsible for most of the high 
bill complaints dealt with in this pro- 
ceeding. 

When New Jersey Natural Gas 
Company acquired the gas properties 
of Jersey Central, it notified the Board 
of its adoption of Jersey Central’s gas 
tariff and stated that this tariff was 
to remain effective in the former gas 
service areas of Jersey Central. This 
tariff originally becaine effective June 


27, 1950. The designation of this 
tariff for purposes of identification is 
New Jersey Natural Gas Company 
Tariff PUC No. 2—Gas. The gas 
tariff issued by County Gas Company, 
effective September 20, 1949, was 
similarly adopted by the respondent 
to remain effective in the gas service 
area of the former County Gas Com- 
pany. The designation of this tariff 
for purposes of identification is New 
Jersey Natural Gas Company Tariff 
PUC No. 3—Gas. The pricing sched- 
ules in these two tariffs are different, 
with the result that the cost of a 
given number of therms may be either 
more or less in one area as compared 
with the other, depending on the num- 
ber of therms and the classification of 
the customer. It appears from the rec- 
ord that respondent is studying its 
rate situation with the idea in mind of 
superseding the present two tariffs 
with a single gas tariff that will be 
applicable over the entire service area 
of the company. Such a new tariff 
has not as yet been filed with the 
Board. 


Both of the aforementioned tariffs 
state the rates to be charged for gas 
in units of therms rather than in cubic 
feet. (A “therm” is 100,000 British 
Thermal Units (stu) and is a unit 
of measure of the heat energy the gas 
can deliver.) With present metering 
equipment, it is necessary to measure 
volumetrically (in cubic feet) the gas 
that passes through a meter, but it 
is a simple matter to calculate the 
number of “‘therms” that have passed 
through the meter when the heat con- 
tent (BTU) per cubic foot of gas is a 
known constant value. For example, 
approximately 190.5 cubic feet of 525 
BTU manufactured gas is the equiva- 
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lent of one therm, and approximately 
95.2 cubic feet of 1,050 sru natural 
gas is the equivalent of one therm. 

The so-called “therm rate” is fre- 
quently used where, as in this situa- 
tion, the natural gas purchased by the 
distributing company from the pipeline 
company is paid for on a BTU basis 
and the thermal value of the gas may 
fluctuate in a small degree. 

From the foregoing, it appears that 
there has been no change in rates in 
any part of respondent’s service area 
coincident with its acquisition of the 
Jersey Central gas properties or with 
the changeover to natural gas. At this 
point, it should be noted that when 
natural gas first became available in 
the territory of the former County Gas 
Company, that company filed a re- 
vision in its rates that reduced charges 
to customers by approximately $111,- 
000 annually. Similarly, Jersey Cen- 
tral reduced its charges to customers 
by approximately $150,000 annually 
when it began to use natural gas in 
its manufacturing process as afore- 
said. 

It appears that as of August 31, 
1952, there were approximately 57,- 
700 gas customer accounts in the 
former Coast Division of Jersey Cen- 
tral Power & Light Company. This 
figure represents the size of the cus- 
tomer constituency affected by the 
changeover to straight natural gas 
and from which complaints, stem- 
ming from the conversion, might be 
expected to flow. 

On the first hearing day, an evening 
session was held for the convenience 
of customers who might not be able 
to attend daytime hearings. At this 
evening hearing, which was attended 
by about 150 persons and which lasted 
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until midnight, some 30 customers, 
either in person or through a repre- 
sentative, expressed their dissatisfac- 
tion with their bills for gas service or 
the treatment they had received at the 
hands of the respondent. It is possible 
that more individual complaints might 
have been brought to the Board’s at- 
tention at this hearing if more time 
had been available that day. Public 
announcement was made by the presid- 
ing Commissioner to the effect that 
customers could bring their problems 
to the Board’s attention at subsequent 
hearings, or, if that were not conven- 
ient, they could write to the Board and 
their matter would be investigated by 
the Board’s staff. 

The record in this proceeding shows 
that altogether some 35 individual 
customers’ complaints were brought to 
the Board’s attention during the 
course of the hearings. In addition, 
the Board’s records indicate that it 
received some 46 written complaints 
from respondent’s customers concern- 
ing matters that appear to be connected 
with the changeover to natural gas. 
This number of written complaints 
greatly exceeds the number the Board 
would expect to receive in the same 
period if no disturbing factors were 
involved. 

While it is evident that there were 
a number of serious and unrelieved 
complaints which had not been ad- 
equately dealt with by respondent, 
these for the most part are special 
cases calling for individual attention. 
The record shows that a large number 
of customers’ complaints, that never 
came specifically to the Board’s atten- 
tion, were received and adjusted by 
respondent. 

Taking everything into account, the 
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Board does not consider 81 complaints 
made to it, from a customer constitu- 
ency of 57,700 as indicating a condi- 
tion that can be dealt with here in 
broad general terms. This conclusion 
is confirmed by the results of investiga- 
tion of complaints set forth below. 

The thirty-five complaints which 
were brought to the Board’s attention 
at the hearings were investigated by 
the respondent and reported on for 
the record by its president, Mr. Dale 
Otto. Four of these complaints re- 
lated specifically to appliance conver- 
sion leaving thirty-one instances that 
are in the general category of high 
bill complaints. The respondent’s in- 
vestigation showed that on the basis 
of comparable periods before and fol- 
lowing the introduction of natural gas, 
the average daily cost of gas indicated 
an increase in charges to fifteen cus- 
tomers and a decrease in charges to 
thirteen customers. There were deter- 
minable reasons for the increase in 
charges in three cases, but the reasons 
for the increase in twelve cases seem to 
be as obscure as the reasons for the 
reduction in thirteen cases. 

Each written complaint received by 
the Board was investigated by the 
3oard’s staff. The general findings 
on the basis of average cost of gas per 
day were as follows: 

(a) in 28 instances there was no 
appreciable increase, 

(b) in 8 instances there was actu- 
ally a reduction, 

(c) in 5 instances of significant in- 
crease, the increase could reasonably 
be accounted for, 

(d) in 5 instances of significant in- 
crease, no reasonable explanation was 
discovered. 

The investigation of these com- 
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plaints clearly shows that the irregular 
billing periods, hereinabove mentioned, 
had the effect of causing many cus- 
tomers to assume that the gas rates, 
and consequently their charges for gas, 
had been increased. Customers could 
hardly have been expected to make the 
requisite calculation on a comparable 
basis that would show what the facts 
were. 

[1] Some customers complained 
that they had received blank bills. It 
appears that this happens only in the 
case of customers in the former Jersey 
Central territory where the meter 
reader is not able to obtain a reading 
of the meter. In such cases it is the 
practice of respondent to send a bill 
showing blank for the amount due. 
In the area formerly served by County 
Gas, if a meter reading is not obtained, 
the respondent nevertheless sends a 
bill on which the amount due is stated 
to be estimated or “averaged.” It 
appears to the Board that the latter 
practice is to be preferred and it is 
therefore suggested that respondent 
adopt the practice of sending aver- 
aged bills throughout its entire ter- 
ritory when meter readings have not 
been obtained. In the matter of 
“missed” meter readings, the custom- 
ers can avoid the necessity of having 
their bills “averaged” if they will co- 
operate with respondent and prompt- 
ly mail in the reading of their meter 
on the card which respondent provides 
for that purpose. 

The respondent admits that in- 
stances of unexplained deviation from 
the normal in the bills of some cus- 
tomers are connected with the change- 
over to natural On the other 
hand, respondent contends that the 
billing statistics show that on the 
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average there was neither a significant 
increase nor decrease in monthly bills 
to customers because of the introduc- 
tion of straight natural gas. This 
contention is supported. by Exhibit 
R-3 which will be discussed herein- 
after. 

With the preceding historical and 
factual background in mind, we will 
now proceed to a consideration of the 
record as it pertains to the several 
specific matters listed in the Board’s 
order of March 6, 1953, regarding 
which the respondent was directed to 
produce statements and testimony. 


1. Comparison of cost to customers of 
natural gas with that of manufac- 
tured gas in each service area and 
for each class of service. 

[2] The respondent construed the 
Board’s order in this respect to refer 
only to the area that had recently been 
converted to natural gas, namely. the 
former Coast Division as served by 
Jersey Central Power & Light Com- 
pany. The question was_ raised 
whether the Board’s order covered all 
of the areas in which the respondent 
presently serves natural gas and the 


Class 
Residential 
Commercial 
Heating 


From the foregoing, it appears that 
with respect to the customers covered 
by the analysis there was no significant 
increase in cost attributable to the 
changeover to natural gas. On the 
other hand, there is the contrary in- 
dication that there was a slight de- 
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record indicates a ruling by the pre- 
siding Commissioner that the Board’s 
order should be so construed. How- 
ever, further consideration of the ele- 
ments involved in this proceeding 
leads to the conclusion that no prac- 
tical purpose would be served at this 
time by requiring the compariy to 
produce a comparative analysis of cus- 
tomer accounts in those areas where 
the conversion to natural gas took 
place several years ago. It is the con- 
version in the former Coast Division 
of Jersey Central Power & Light 
Company that is the primary cause of 
this proceeding and the Board so con- 
strues its order of March 6, 1953. 

In response to this requirement, 
Exhibit R-3 was presented by re- 
spondent to show a comparison of the 
revenues from comparable groups of 


_customers for the billing periods Jan- 


uary, 1952, and January, 1953. The 
figures for the earlier period reflect 
charges to customers for manufactured 
or mixed gas and for the later period 
the charges to customers for straight 
natural gas. The comparison is as 


follows: 

Pro Forma 30-Day Billings 
Mixed Gas Natural Gas 

Jan. 1952 Jan. 1953 
. of Accts. 625 BTU 1,030 stu 
514 $2,292.00 $2,224.57 
48 529.07 511.51 
54 1,571.74 1,540.22 
616 $4,392.81 $4,276.30 


crease in cost. However, it would not 
be a matter of great concern if the 
analysis had shown a slight increase 
in cost, because over the year separat- 
ing the two 30-day periods analyzed, 
gas customers would normally increase 
their use of gas through the addition 
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of new appliances and because of in- 
creases in the size of family. 

Some question was raised as to the 
adequacy of the size of the sample 
covered by the exhibit. The witness 
(Mr. Dale B. Otto) testified that the 
meter routes included in the analysis 
were selected at random. Also, that 
in view of the great amount of work 
imposed on the respondent by the 
Board’s order, there was not sufficient 
time to make an analysis of a larger 
sample. 

The record shows that the 8 meter 
routes selected for study covered 1,156 
active accounts. Some of the accounts 
current in January, 1953, were not 
comparable with January, 1952, for 
various reasons, such as: 

(1) the failure to obtain an actual 
reading of the meter in one of the 
four necessary instances, 

(2) a change in classification, 

(3) additional loads, such as space- 
heating units installed during the year, 

(4) new accounts since January, 
1952, or 

(5) a change of customers since 
January, 1952. 

Eliminating the accounts that were 
affected by the foregoing factors, there 
remained 616 accounts that were com- 
parable. This amounts to 52.8 per 
cent of the active accounts listed in 
the meter books for January, 1953. In 
the 8 separate districts represented 
by the meter books there was a total 
of 45,945 active accounts in January, 
1953. Therefore, the sample that was 
analyzed amounted to 1.34 per cent 
of the total active accounts. If this 
figure is adjusted for the noncompar- 
able accounts the size of the sample 
becomes approximately 2.5 per cent, 
which is probably a more realistic 


value to consider. Under recognized 
statistical procedures, a sample of 2.5 
per cent can be accepted as being suf- 
ficiently large to indicate a trend re- 
liably. 

The Board accepts Exhibit R-3 as 
adequate proof that generally there 
was no increase in cost of gas service 
to customers attributable to the con- 
version to natural gas. This is not to 
deny, however, that there are instances 
of increased cost to customers which 
cannot be explained on any other basis 
than that in the particular situation, 
the increased cost is in some way at- 
tributable to the conversion. We will 
deal with these special instances later 
herein. 


2. Effect on meter accuracy to show 
whether the flow of natural gas 
accelerates its action so that it 
records a greater consumption. 

[38-5] The substance of this re- 
quirement was that the respondent 
should show whether its records in- 
dicate an upward trend in the per- 
centage of tested meters that prove 
fast beyond the allowable limit. 

The Board’s rules provide as fol- 
lows: 

“Rule I. A meter may be con- 
sidered correct if, when passing gas 
at the rate of 6 cubic feet per hour, 
per light capacity, it shows, in com- 
parison with a standard gas prover, 
an error which is not greater than 2 
per cent. 

“Rule II. No gas company shall 
allow a gas meter to remain in serv- 
ice for a period longer than six years 
without checking it for accuracy and 
readjusting it if found to be inac- 
curate.” 

Respondent presented Exhibit R-5 
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in response to this requirement of the 
Board’s order. It appears that the 
exhibit shows the results of tests on 
gas meters removed from service for 
test in all three divisions of the former 
Jersey Central Power & Light Com- 
pany territory for the years 1947- 
1952, inclusive. 

Here it should be noted that in 
New Jersey, the routine and special 
tests of meters are performed by each 
gas company in its own meter shop. 
A record of the test and any work 
done on the meter is made. The tests 
are performed by company personnel 
with a “standard gas prover,” the 
accuracy of which has been verified 
by a member of the Board’s staff by 
the use of a standard device that has 
been certified for accuracy by the Na- 
tional Bureau of Standards. 

Under present practices customers 
may have their meters tested by a 
representative of the Board by making 
an application therefor and paying the 
statutory fee of $2. Such tests afford 
the Board’s inspectors recurring op- 
portunities to check the performance 
of the company’s testing equipment. 
Furthermore, utilities are required to 
submit to the Board periodic reports 
of results of meter tests and these are 
regularly examined by the Board’s 
staff. The Board’s experience in re- 
gard to testing of meters indicates that 
the tests performed by company per- 
sonnel are reliable. 

Mr. Irving Pollitt, Jr., vice presi- 
dent in charge of operations of re- 
spondent, testified concerning Exhibit 
R-5. His testimony reflected his 
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opinion that the data graphically dis- 
played on Exhibit R—5 does not in- 
dicate any set pattern of fast or slow 
meters. In the opinion of the Board, 
however, Exhibit R-—-5 shows that 
there is an upward trend in the per- 
centage of fast meters showing up on 
test, beginning with the year 1950. It 
may be coincidental that this is the 
first year in which natural gas was 
distributed in any district of Jersey 
Central Power & Light Company. 
Examination of the monthly meter 
test reports respondent has submitted 
to the Board for the first five months 
of 1953 indicates an acceleration in 
this trend. 

Specific conclusions from the ex- 
hibit are obscured by the fact that the 
data include an unknown number of 
meters from the company’s Northern 


Division in which meter accuracy 
‘could not be affected by natural 
gas. 


The Board will take official notice 
of the monthly meter test reports re- 
spondent has submitted for the first 
five months of 1953, notwithstanding 
the dilution of results due to meters 
from the Northern Division. These 
meter test reports show that a total 
of 4,083 meters were tested. Of these, 
2,605 or 63.81 per cent proved cor- 
rect. Of the remaining meters, 1,092 
or 26.75 per cent proved fast and 298 
or 7.30 per cent proved slow. Also, 
88 or 2.16 per cent were defective, 
which means that they did not regis- 
ter or did not pass gas. The figures 
on the meters which did not prove 
correct are classified as follows: 
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Range of Deviation 
from “Correct” 
2%- 5% 


Over 10% 


PE ecoactancubzaeciiien stg tonnseod 


* Per cent of total meters tested. 


Mr. Pollitt testified that the positive 
displacement gas meter ordinarily used 
on customers’ premises is a mechanical 
device consisting of an arrangement 
of valves, levers, and bellows. It is 
caused to operate by the pressure of 
the gas as it passes through the meter, 
in such a manner as to measure the 
volume of the gas that is passed. An 
important feature of the meter is the 
bellows, formed by the diaphragm 
which is made of either leather (sheep- 
skin) or a synthetic rubber material. 
If the diaphragm is made of leather, 
it is saturated with a neutral oil by 
the manufacturer to keep it pliable. 

It has been found that when natural 
gas is passed through a meter there is 
no effect on the accuracy of the meter 
if the original neutral oils are still in 
the diaphragm. However, if the meter 
has been used to measure manufac- 
tured gas distributed at low pressure 
and then without changing the dia- 
phragm, it is used to measure natural 
gas, experience here and elsewhere 
shows that the meter may tend to over- 
register. This is so because the 
volatile oils in manufactured gas tend 
to displace the neutral oils with which 
the diaphragm was originally impreg- 
nated. Natural gas is a dry gas with 
an affinity for the volatile oils, so when 
it passes through a meter whose dia- 
phragm is saturated with volatile oils, 
it absorbs them. Consequently, in the 


IIE 03.:6.35.arc-ck et ee eee eee eee 


co } ree a ne 


Fast Slow 
Number Per Number Per 
of Meters cent* of Meters cent* 





uaa 762 18.65 247 6.05 
peetes 300 7.35 39 .96 
paalns 30 74 12 29 
ree ne . 88 2.16 
n> — 26.74 386 9.46 


course of time, the diaphragm in such 
a meter becomes stiff and each pulsa- 
tion of the bellows delivers less gas 
than the meter is calibrated for. If 
the meter diaphragm is made of syn- 
thetic material, the natural gas will 
have no effect on it so far as is known. 
It appears that with nominal excep- 
tions, respondent is currently using 
only synthetic material for diaphragm 
replacements. 


The foregoing simplified description 
of what can happen to a meter dia- 
phragm is only a partial explanation 
of the things that can affect meter ac- 
curacy. There are other defects which 
may develop which could result in 
either a “fast”? meter or a “slow” 
meter and one defect could offset an- 
other. These defects usually develop 
slowly but since they can and do 
develop, the Board has required that 
a gas meter shall not remain in service 
for a period longer than six years 
without testing. 

In the former Coast Division of 
Jersey Central the high and medium 
pressure conditions under which man- 
ufactured gas was supplied were such 
that the gas would carry to the meter 
only a small quantity of the volatile 
oils and, consequently, it would be 
supposed that the meter diaphragms 
would not be seriously affected when 
natural gas was introduced. 

It is not necessary for us to spec- 
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ulate as to the cause of the increasing 
number of “fast” meters being dis- 
closed by respondent’s meter testing 
program. The fact remains that the 
percentage of meters proving fast is 
abnormally large. It appears that this 
condition calls for a drastic accelera- 
tion of respondent’s meter testing pro- 
gram. We are not so much concerned 
with fast meters as such, for the rea- 
son that if a fast meter is discovered, 
the customer who has been served by 
that meter receives an adjustment to 
his account in an appropriate amount. 
However, we are concerned with the 
fact that many of the meters now in 
service in respondent's territory have 
not been tested for a period much 
longer than six years. This is not 
respondent’s direct responsibility but 
was the responsibility of its predeces- 
sor, Jersey Central Power & Light 
Company. It might be expected that 
Jersey Central would explain its de- 
linquency in this regard by pointing 
out that it could not maintain the 
proper schedule of meter tests and re- 
pairs because of the shortage of man- 
power and materials that existed dur- 
ing, and in some degree since, World 
War II. The Board, aware of this 
condition, has been tolerant of this 
nonperformance because there was no 
evidence to indicate that failure to 
maintain the prescribed schedule of 
meter testing was adversely affecting 
the interests of customers. Now, how- 
ever, in the light of recent develop- 
ments, it appears that the respondent 
should be required to proceed im- 
mediately to correct the deficiency that 
presently exists with respect to the 
frequency of test of its meters on cus- 
tomers’ premises. 
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3. Records of all instances where new 
or corrected meters have been 
installed by the company and the 
effect on the bills of the cus- 
tomers. 

In response to this requirement, re- 
spondent introduced Exhibit R—-4+ 
through the witness Otto. This ex- 
hibit shows each instance of a meter 
change in respondent’s Central Divi- 
sion (which lies within and is some- 
what smaller than the former Jer- 
sey Central Coast Division), except 
in the Freehold District, which has 
occurred since the conversion to nat- 
ural gas. It was the Board’s expecta- 
tion that a statement of this kind would 
afford a basis for a conclusion as to 
whether incorrectly registering meters 
might be having a significant effect 
on charges to customers. The ex- 
hibit is not useful for this purpose 
because so many meter changes were 
made for reasons other than custom- 
er’s request for a test of his meter on 
a high bill complaint. 

Mr. Otto reported that there were 
35,000 meters in the service area to 
which the exhibit was related. Of 
this number, 595 meters were changed 
during the period from June 9, 1952, 
to January 25, 1953. An analysis of 
the exhibit shows that there were 87 
meter changes which apparently were 
not subject to complicating factors. 
Considering these 87 changes and com- 
paring the average daily cost of gas 
service after the change in the meter 
with the average daily cost before the 
meter change, we find that there are 
2 instances of no change in average 
daily cost, 56 instances of increases 
and 29 instances of decreases. It must 
be remembered that the comparisons 
shown on Exhibit R-5 are based on 
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the use of gas by individual customers 
in successive periods separated by a 
change in meter. Also, it is noted that 
the individual meter changes occurred 
on various dates throughout an inter- 
val of eight months. The use of gas 
in the period following the meter 
change could easily vary from the use 
preceding the change because of sea- 
sonal variation in temperatures and 
other factors that affect family require- 
ments. 


4. Tabulation of complaints received 
from customers classified as fol- 
lows: (a) high bills, (b) adjust- 
ment of appliances, (c) miscel- 
laneous, by weeks, from August 
10, 1952. 

In response to this requirement of 
the Board’s order, respondent intro- 
duced through the witness Otto Ex- 
hibit R-2 which is designated “Ac- 
tivity Analysis of Investigation Or- 
ders.” The exhibit consists of one 
sheet of statistics and 2 sheets of 
graphical representation of these sta- 
tistics. The statistics relate to re- 
spondent’s Central Division which, as 
before indicated, contains some 35,000 
meters. 

The beginning date of August 10, 
1952, closely coincides with the com- 
pletion of the changeover to straight 
natural gas in this area. As was to 
be expected, the exhibit shows the 
largest number of appliance adjust- 
ment complaints in the twelve weeks 
immediately following the changeover. 
Subsequent to that period, the appli- 
ance adjustment complaints steadily 
diminished, which indicates that re- 
spondent was adequately correcting 
the maladjustments that experience 
shows may result in a changeover pro- 
gram. 


The week of January 25, 1953, 
marks the beginning of a period in 
which the number of high bill com- 
plaints was unusually large. This was 
about the time respondent was ex- 
periencing the difficulty in its billing 
department that has been mentioned 
heretofore. Exhibit R-2 serves to 
show graphically that the consequences 
of the changeover and the difficulties 
in the billing department were serious 
so far as many of respondent’s cus- 
tomers were concerned. 


5. Such other data as may be required 
by the Board. 

During the course of the proceed- 
ing, several customers expressed the 
opinion that there was considerable 
variation in the BTU content of the nat- 
ural gas being supplied to them. The 
Board required the respondent to sub- 
mit records and testimony on this 
question. Exhibit S—2 was furnished, 
which shows the record of the average 
daily BTU content of the gas received 
from the Texas Eastern Transmission 
Corporation as determined at its sta- 
tion at Eagle, Pennsylvania. This 
station is approximately 160 miles 
from the point in New Jersey where 
the respondent takes delivery of the 
gas. It appears from the evidence 
that the distance traveled by the nat- 
ural gas in a pipeline has no significant 
effect on its heat content. Exhibit 
S-2, and the testimony relating there- 
to, indicates that the heating value of 
the gas delivered by the pipeline com- 
pany in the period October 1, 1952, 
to March 31, 1953, ranged between 
1,044 to 1,060 Bru per cubic foot. 
This small fluctuation could not be 
detected by a customer using ordinary 
appliances. For billing purposes, the 


respondent used a constant heating 
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value of 1,030 Bru per cubic foot 
which means that the customers re- 
ceived about 24 per cent more heat 
units than they were charged for. 

Respondent has two automatic re- 
cording calorimeters in use, one at 
Atlantic Highlands and one at Long 
Branch. There is also a manual calo- 
rimeter at Long Branch on which de- 
terminations of BTU content of the gas 
are made three times each day. It was 
testified that the stTu determinations 
made by respondent show heating val- 
ues of the natural gas that are consis- 
tent with the determinations of the 
pipeline company. 

It appears that the heating value 
of the natural gas respondent supplies 
to its customers is reasonably constant 
and that it is accurately determined by 
proper instruments. Several custom- 
ers had written to the Board to the 
effect that they had been influenced by 
advertisements published by respond- 
ent and by statements accredited to 
officers of both respondent and Jersey 
Central Power & Light Company to 
expect that, with the introduction of 
natural gas, the cost of gas service to 
customers would be reduced. 

It has already been pointed out here- 
in that at the time Jersey Central 
Power & Light Company began the 
use of natural gas in its manufacturing 
process it filed with the Board a new 
gas tariff which provided for a reduc- 
tion of approximately $150,000 per 
year in gas rates. These are the rates 
that respondent has been charging in 
the former Jersey Central territory 
since it took over the Jersey Central 
gas properties. 

The record shows that in October, 
1952, respondent submitted to the 
Board for filing a revised gas tariff 
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which would have had the effect of 
reducing some charges for gas service 
and increasing others. However, the 
filing was withdrawn before its effec- 
tive date, for the reason stated by 
respondent that it was confronted with 
an increase in the cost of its purchased 
gas which it claimed would make it 
financially impossible for it to reduce 
its operating revenues by adjusting 
its existing rates. It appears that 
on December 1, 1952, the cost of the 
gas purchased by respondent for dis- 
tribution to its customers was in- 
creased by $477,000 per year. Of this 
increase, $57,000 was applicable to the 
gas purchased from South Jersey Gas 
Company for distribution in the 
Southern Division. Public announce- 
ments of the new rates submitted to 
the Board for filing (and later with- 
drawn) were in such form that the cus- 
fomers were led to expect a reduction 
in gas rates. 

Respondent was directed by Board’s 
order of March 6, 1953, to offer evi- 
dence in explanation of the reason for 
its failure to supply gas at lower rates. 
In response to this directive respond- 
ent submitted Exhibit R-17 which is 
a Pro Forma Income Account and 
Estimated Rate of Return for the 
Twelve Months Ended April 30, 1953, 
which had been prepared by Mr. 
Arthur W. Schmidt, a certified public 
accountant. Mr. Schmidt offered the 
testimony relating to Exhibit R-17. It 
should be noted that in building up 
this exhibit it was necessary to obtain 
the figures applicable to the month of 
May, 1952, from the books of Jersey 
Central Power & Light Company. 

It appears from Exhibit R-17 that 
respondent uses a rate base as of April 
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30, 1953, of $19,969,646.34, which is 


composed of the following elements: 


Utility Gas Plant at Original 





Re Serer etre es: $23,998,957.66 
Less: Reserve for Deprecia- 
SG Wadcehncc anne eete mca 6,321,130.08 
Net Utility Plant .... $17,677,827.58 
Less : Contributions 
in Aid of Con- 
struction ... $31,682.41 
Reserve for Am- 
ortization of Lim- 
ited Term Utili- 
ty Investment .. 1,841.54 33,523.95 
$17,644,303.63 


Add: Unamortized Cost of 
Converting Customers’ Ap- 


pliances sesescnsce sgt iaeen 
Estimated Working Capital 611,926.00 
Be NR? cc haw race Beene $19,969,646.34 


Exhibit R-17 purports to show that 
the operations of the present gas prop- 
erties of the respondent produced on 
a pro forma basis for the twelve 
months ended April 30, 1953, a utility 
operating income amounting to $998, 
547.69. This amounted to a rate of 
return of 5 per cent on the aforemen- 
tioned rate base. 

Exhibit R-17 also shows that if the 
actual figures for the 12-month period 
are adjusted to reflect the present cost 
of purchased gas, together with the 
effect of such increased cost on Federal 
income tax, the pro forma utility oper- 
ating income becomes $914,277.69, 
which would amount to a rate of 
return of 4.58 per cent on the rate 
base. 

It was testified that the accounts of 
respondent are kept in accordance with 
the system of accounts prescribed by 
this Board. When respondent took 
over the gas properties of Jersey Cen- 
tral Power & Light Company, the 
Board’s accountants madé an examina- 
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tion of the book entries and found that 
they were in agreement with the 
Board’s determination of original cost 
of such properties as made in 1946. 
The Board’s staff, on several other oc- 
casions, has examined the plant and 
income accounts of the respondent and 
its predecessor companies in connec- 
tion with security issues and other 
matters. 

On the evidence in this regard the 
Board is of the opinion that it would 
not be warranted in instituting a rate 
proceeding on its own motion. 

[6] Several customers testified that 
their urgent request for correction of 
service difficulties or billing irregular- 
ities were ignored or not handled by 
respondent promptly. Also some cus- 
tomers reported that they had difficul- 
ty in finding a proper or competent 
employee with whom they could reg- 
ister their complaint. The record 
amply shows that respondent’s staff 
was unable successfully to cope with 
the greatly increased load of inquiries 
from the customers that arose in the 
months immediately following the 
changeover and the acquisition. The 
consequences were most unfortunate 
for the respondent as well as for the 
customers. However, regardless of 
how the situation may be explained, 
no explanation can be accepted as an 
excuse for respondent’s failure to meet 
its responsibility to its customers in 
this regard. No feature of public util- 
ity operations is more important than 
the broad area of contact usually re- 
ferred to as “customer relations.” Re- 
gardless of circumstances, every cus- 
tomer is entitled to have his legitimate 
service and billing problems dealt with 
sympathetically, promptly, and effi- 
ciently. 
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Respondent asserts that it has now 
established an effective routine for 
handling customer inquiries or com- 
plaints. Mr. Otto described for the 
record the procedure with respect to 
such matters being followed at the 
time of the hearing. The Board feels 
that some of the details of the pro- 
cedure as described can be improved to 
the greater convenience and considera- 
tion of the customer. 

The record shows that respondent 
has installed modern billing equipment 
and claims to have developed a staff 
to operate the billing functions com- 
petently. Respondent also claims to 
have established a regular cycle for 
reading meters and plans to effect some 
rearrangement of meter routes in the 
near future that it believes will pro- 
mote efficiency and economy. The re- 
spondent’s claims in this regard were 
investigated by the Board’s staff. It 
appears that the irregular billings that 
were largely responsible for the com- 
plaints that led to this proceeding 
have now been eliminated. 


The specific order herein regarding 
billing procedure will require respond- 
ent to render to its customers proper 
bills, covering a uniform billing pe- 
riod, promptly on a regular schedule. 

[7] Several customers who use gas 
for space heating complained that they 
found the actual cost of gas exceeded 
the estimate of cost given them at the 
time their space-heating equipment was 
installed. It appears that in some in- 
stances the estimate of cost was given 
by the respondent and in other in- 
stances by other vendors of space- 
heating equipment. It further appears 
that the customer usually had nothing 
in writing—unless he especially re- 
quested it—to show the amount of, 
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and basis for, the estimate that had 
been stated to him by respondent. 


The Board frequently has to deal 
with complaints of this nature where 
the customer alleges that he was given 
a specific estimate of cost of gas for 
fuel in his space-heating equipment and 
finds, after installing the equipment 
necessary to burn gas in his furnace, 
that the cost of gas considerably ex- 
ceeds such estimate. Investigation of 
such complaints sometimes indicates 
that the customer has not installed all 
of the insulation, storm sash, or other 
heat conserving devices that the esti- 
mator apparently had assumed would 
be provided. It is also possible that 
mistakes in measurements or other 
basic elements of the estimate may 
be made by the estimator. The im- 
portance of a record of the estimate is 
obvious and it is the Board’s opinion 
that it would be in the interest of all 
concerned if the details of every esti- 
mate of cost of gas as a fuel for house 
heating were to be furnished to the 
customer, regardless of who makes it. 


The Board will require the respond- 
ent, in those cases where it makes an 
estimate as above described, to give 
the customer a copy of the estimate. 
The Board, of course, can take no ac- 
tion with respect to estimates made 
by others than the respondent, nor can 
it hold the respondent responsible for 
any estimate not made nor approved 
by it. 


ORDER 


Having fully considered the record 
in this cause, and being adequately 
advised in the premises, the Board 
hereby orders that respondent, New 
Jersey Natural Gas Company: 

1. Review the procedure it has 
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adopted for the purpose of dealing 
with the various inquiries received 
from customers and institute such re- 
visions thereof as will better facilitate 
customer convenience and will im- 
prove customer relations. Respond- 
ent shall, within thirty days of the date 
hereof, file with the Board a full and 
detailed description of such procedure 
as respondent proposes shall be applied 
in the future. 

2. Continue to investigate and re- 
solve all customers’ complaints, or gas 
service problems, that may have been 
or may in the future be brought to 
respondent’s attention, and in those 
cases where good and sufficient reason 
therefor can be established, the re- 
spondent shall make an appropriate 
adjustment in the customer’s account, 
resolving all reasonable doubts in favor 
of the customer. 

3. Report to the Board, on ap- 
proximately the first and fifteenth day 
of each month, those instances of cus- 
tomers’ complaints stemming from 
some circumstance or characteristic 
of the changeover to straight natural 
gas, that have not finally been resolved 
on a basis acceptable to the customer. 
Respondent will observe this require- 
ment until relieved therefrom by the 
Board in writing. 

4. Establish a schedule of testing 
and repairing gas meters that is de- 
signed to accomplish the test and re- 
pair, as expeditiously as possible, of all 
meters in service that have not been 
tested and repaired since January 1, 
1947. Respondent shall report to the 
Board not later than November 1, 


1953, the number of meters that have 
not been tested since January 1, 1947, 
classifying them by meter size and the 
year of the last test. Further, respond- 
ent shall report to the Board by No- 
vember 1, 1953, (1) the steps it pro- 
poses to take in order to effectuate the 
proposed schedule of meter tests, (2) 
the schedule by years of the number 
of meters to be tested, and (3) the 
date subsequent to which the meter 
testing procedure will assure that no 
meter will be or remain in service for 
longer than six years without test. 

5. Organize its meter routes, cycle 
of reading meters, and billing proce- 
dure so that customers’ regular bills 
may be rendered promptly and for 
uniform consumption periods. If for 
any reason it appears that the con- 
sumption period applicable to the bills 
for a group of 500 customers, or 
larger, will deviate from the normal 
period by more than five days, the cir- 
cumstances shall be reported promptly 
to the Board. 

6. In each instance where respond- 
ent is responsible for the installation 
of the house-heating equipment, and in 
other instances where the customer 
requests it, the respondent shall make 
an estimate of the cost of gas for op- 
erating the heating installation and the 
customer will be given a copy thereof. 
The estimate should show the detailed 
information on which it is based and 
also show the computations relating 
thereto. A copy of such estimate will 
be retained in respondent’s records for 
a period of not less than five years. 
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DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Washington Gas Light Company 


P.U.C. No. 3523/1, Formal Case No. 425, 
Order No. 3990 
April 28, 1953 


PPLICATION for authority to issue no-par value common 
A stock; granted. Supplemental order authorizing issuance 
of refunding mortgage bonds issued June 16, 1953. 


Security issues, § 99 — Common stock — Resulting capital structure. 


1. The capital structure resulting from the sale of common stock and re- 
funding mortgage bonds by a gas company was considered sound where it 
would consist of 33.23 per cent common stock equity, 16.48 per cent pre- 
ferred stock, and 50.29 per cent long-term debt and bank loans, p. 117. 
Security issues, § 112 — Competitive bidding. 

2. Competitive bidding requirements were waived with respect to the sale 
of common stock where the proposed issue was to be offered to the existing 
common stockholders in accordance with their pre-emptive rights to subscribe 
for and purchase their proportionate parts of the new issue and where the 
sale of any unsubscribed shares was being underwritten by twelve investment 
dealers, eleven of which were local firms, p. 119. 





¥ 
By the ComMIssIon : mediately with the proposed issue and 
: i sale of common stock as set forth in 
Nature of Proceeding . : : 
ring ‘ ; . (a) above, but that action with respect 
rhis proceeding relates to an appli- ; 
; J se ewe to the issue and sale of bonds, and the 
cation filed on April 8, 1953 (as 


amended on April 27, 1953), by the 
Washington Light Company 
(hereinafter referred to as the “com- 
pany’) for authority to: 

(a) Issue and sell 84,967 shares 
of common stock without par value ; 

(b) Issue and sell $7,000,000 prin- 
cipal amount of refunding mortgage 
bonds, per cent series due 1978; 
and 

(c) Acquire and pledge bonds of 
Rosslyn Gas Company. 

The record shows that it is the in- 
tention of the company to proceed im- 
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Gas 





acquisition of bonds of Rosslyn, cov- 
ered by items (b) and (c) above, will 
be deferred until a future date. Other 
than a general consideration of the 
over-all financing program, action of 
the Commission at this time will be 
limited to the proposed issue and sale 
of common stock. 

After appropriate notice, formal 
public hearings were held on April 
22 and April 27, 1953. Robert C. 
Owers, vice president and treasurer, 
testified for the company. No other 
parties entered an appearance at the 
hearing. 
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RE WASHINGTON GAS LIGHT CO. 


Financial Program 

[1] The record shows that the 
proposed issue of common stock and 
refunding mortgage bonds is neces- 
sary to provide permanent capital 
needed during 1953 for construction 
expenditures by the company and its 
subsidiaries to meet the growing de- 
mands for gas service in the Wash- 
ington Metropolitan Area, and to pay 
short-term bank loans incurred in 
1952 to meet last year’s construction 
requirements. The principal items of 
the 1953 construction program were 
outlined by the witness as follows: 


New business gas mains, services, 
meters, and regulators, together 
with installation costs and inci- 


a $3,900,000 
Transmission and feeder mains and 
facilities .. CRs Pe 1,380,000 
Distribution system replacements . . 765,000 
Storage facilities . ata cio es 590,000 
Transportation equipment and gen- 
Gee SE cox ctseectn sees 765,000 
TE 6.55 ta:Pecedsavevmeseesehed $7,400,000 


There follows a comparative state- 
ment which reflects the capitalization 
of the company as of February 28, 


1953, and pro forma to give effect 
to the proposed issue of 84,967 shares 
of common stock at a price of $28.25 
per share, the conversion of 1,373 
shares of $4.50 cumulative convertible 
preferred stock into 4,726 shares of 
common stock, and the issue of $7,- 
000,000 of refunding mortgage bonds 
after the payment of bank notes and 
a reduction in presently outstanding 
long-term debt under various sinking- 
fund provisions as shown below. 


The tabulation below indicates a 
minor increase in the pro forma ratios 
for common stock equity and long- 
term debt, with an offsetting decline 
in the ratio for preferred stock. The 
Commission is of the opinion that the 
resulting capital structure is sound, 
and that the proposed financing pro- 
gram is in the public interest, subject 
to approval of the terms and condi- 
tions of the proposed security issues. 


Common Stock Issue 

The company requests authority to 
issue and sell 84,967 shares of its 
common stock without par value at a 




















Capitalization 
Amount Ratios 
Actual Pro Actual Pro 
-~28-53 Forma 2-28-53 Forma 
Common Stock Equity : 
CE EE, 65.5 sca Sawetcwrdweheses $13,706,428 $16,243,705 
RE I oo con ba alredats ola od 8,985,830 8,985,830 
ee 733,676 733,676 
a ee eee eee eT Se $23,425,934 $25,963,211 32.43% 33.23% 
Preferred Stock: 
See Come. Com, Pri. . ...6.....2... $5,840,100 $5,702,800 
ee Be Serer 7,172,884 7,172,884 
2 ER ee ee ee, Seyme yaar ee $13,012,984 $12,875,684 18.01% 16.48% 
Long-term Debt and Bank Loans: 
ME. cocasvaddas cokes caeuisce ck chewed $29,604,500 $36,294,500 
SN SS oe acneundnccetannnee nian 4,000,000 3,000,000 
TE co Sa shioleniscn Witenes aeeeeton 2,200,000 ine 
WED, sb cavdistrastidhnseatceaeneanire $35,804,500 $39,294,500 49.56% 50.29% 
RE NN, gs Ou a vanadl Auntie Es $72,243,418 $78,133,395 100.00% 100.00% 
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price of $28.25 per share. This stock 
will be offered by the company to the 
holders of its outstanding common 
stock for subscription by such holders, 
in accordance with their pre-emptive 
rights to subscribe for and purchase 
their proportionate parts of said new 
issue, at the rate of one share for each 
10 shares of common stock held of 
record. 

The amendment filed by the com- 
pany on April 27, 1953, states that 
since the filing of the application on 
April 8, 1953, the holders of 678 
shares of $4.50 cumulative convertible 
preferred stock of the company have 
exercised their right to convert their 
shares of preferred stock into shares 
of common stock of the company. 
Accordingly, 849,662 shares of com- 
mon stock are outstanding as of 
this date. In order to make the offer- 
ing at the proposed ratio of one new 
share for each 10 shares of common 
stock outstanding, the company pro- 
poses to offer 84,967 shares of com- 
mon stock. 


The company proposes to issue sub- 
scription warrants to the holders of 
record of the outstanding common 
stock to evidence the rights of such 
stockholders to subscribe for their pro- 
portionate parts of the new shares of 
common stock. Such warrants will be 
transferable and may be combined 
with other warrants or may be di- 
vided. Warrants may be exercised 
only for full shares of common stock, 
as no fractional shares will be issued. 
If not exercised within the period to 
be stated thereon, the subscription 
rights evidenced by the warrants will 
expire and the warrants will become 
void. The subscription period will 
expire at 3:30 p.m., Eastern Daylight 


100 PUR NS 


DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Saving Time, May 14, 1953 (the 
“expiration date’’). 

The company requested that the 
Commission find that the provisions 
of Order No. 1465 (1935) 12 PUR 
NS 9, regarding competitive bidding 
should be waived in the offering of 
common stock. 


Offering Price and Underwriting Fee 
sy its amendment filed April 27, 
1953, the company states that the 
proposed issue of 84,967 shares will 
be offered to the holders of its common 
stock at a price of $28.25 per share. 
The company submitted a proposed 
underwriting agreement between it 
and twelve investment dealers for the 
sale of any shares of the common 
stock not issued and sold under the ex- 
ercise of warrants. Eleven of the un- 
derwriters are Washington investment 
dealers and one is a New York firm. 
The local underwriters have agreed to 
subscribe to 78 per cent of the unsub- 
scribed common stock and the New 
York firm has agreed to subscribe to 
the remaining 22 per cent. Pursuant 
to this agreement, the underwriters 
agreed to purchase from the company 
any shares of common stock not issued 
pursuant to the proposed offering to 
the common stockholders of the com- 
pany at $28.25 per share. As com- 
pensation to the underwriters, the 
company agrees to pay the sum of 52.5 
cents for each share of common stock 
to be issued. Each underwriter agrees 
that in case any of the unsubscribed 
stock shall be sold within fifteen days 
following the expiration of the sub- 
scription period for more than a price 
of $28.75 per share, the underwriters 
shall pay to the company, in addition to 
the purchase price set forth above, 
a sum equal to 50 per cent of the ex- 
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cess of the price received by the un- 
derwriters for such stock sold over 
$28.75 per share. 

The witness also presented an ex- 
hibit showing subscription offerings 
for other gas, electric, or combination 
gas and electric utilities, for the pe- 
riod from September 1, 1952, to 
April 16, 1953. Based on the of- 
fering price and underwriting fee 
heretofore cited, the total discount 
of 7.58 per cent below the last- 
quoted market price of $30 for the 
stock compares favorably with the 
average of such total discounts set 
forth in the exhibit for other similar 
issues. 

The offering price of $28.25 to 
the present holders of common stock 
of the company related to the annual 
dividend rate of $1.80 per share will 
provide a yield of 6.37 per cent. Upon 
the basis of earnings of $2.33 per 
share for the calendar year 1952, the 
earnings yield on the offering price 
is 8.25 per cent. 


Competitive Bidding 

[2] As a basic reason for the re- 
quest by the company for the waiving 
of the competitive bidding requirement 
of Order No. 1465, supra, of this Com- 
mission, the company witness cited 
the fact that the stock is being offered 
initially to the holders of the common 
stock presently outstanding in accord- 
ance with their pre-emptive rights to 
subscribe for and purchase their pro- 
portionate parts of said issue. Fur- 
thermore, the record shows that prior 
issues have been floated successfully 
under conditions similar to those pro- 
posed with respect to the present is- 
sue. 

As further reason, witness for the 
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company explained that eleven of the 
twelve underwriters who will partici- 
pate in this issue are investment deal- 
ers in Washington having established 
connections with many of the holders 
of the company’s stock, about 60 per 
cent of which is owned by people or 
institutions located in the Metropoli- 
tan Area of Washington. 


Conclusion 

On the basis of the record before 
it, the Commission finds and concludes 
that the company is in need of addi- 
tional funds to finance the construction 
program of its system; that the pro- 
posed financing program will result in 
a sound capital structure ; that the pro- 
posed sale of 84,967 shares of com- 
mon stock, as a part of the over-all 
financing program, is in the public in- 
terest; and that the underwriting of 
the proposed issue under the terms and 
conditions heretofore set forth is, un- 
der the circumstances, an appropriate 
method of assuring the successful con- 
summation of the proposed issue of 
common stock. 

The Commission further finds that, 
in view of the fact that the proposed 
issue of 84,967 shares of common 
stock is to be offered to the present 
holders of common stock of the com- 
pany, and that the sale of any unsub- 
scribed shares is being underwritten 
by twelve investment dealers, eleven 
of which are local firms, the 
competitive bidding provisions of Or- 
der No. 1465, supra, should be waived 
for the purposes of this transaction. 

The record shows that the amount 
of commissions proposed to be paid to 
the underwriters will amount to $44,- 
608. These commissions, plus the es- 
timated expenses of issuance, will 
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amount to approximately $91,608. 
The Commission finds such expenses 
to be reasonable. Therefore, 

It is ordered: 

Section 1. That the provisions of 
Order No. 1465, supra, be waived for 
the purposes of the financing herein 
authorized. 

Section 2. That the Washington 
Gas Light Company be, and it is 
hereby, authorized to issue and sell 
84,967 shares of common stock with- 
out par value, at $28.25 per share, 
in accordance with the terms and 
conditions of the underwriting agree- 
ment filed in this proceeding. 

Section 3. That Washington Gas 
Light Company be, and it is hereby, 
authorized to issue to the holders of 
shares of its common stock, transfer- 
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able subscription warrants, which may 
be exercised only for full shares of 
common stock, and expiring and be- 
coming void after 3:30 p.m., Eastern 
Daylight Saving Time, May 14, 1953, 
evidencing the rights of such stock- 
holders to subscribe for and purchase 
their proportionate shares of such pro- 
posed issue of 84,967 shares of com- 
mon stock without par value. 
Section 4. That Washington Gas 
Light Company shall submit to the 
Commission a statement of all fees, 
commissions, and expenses incurred in 
connection with the issuance and sale 
of the common stock authorized by 
§ 2 hereof, at such time as the total 
amount of such commissions and ex- 
penses can be effectively determined. 
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Christine Conlon 


New Jersey Bell Telephone Company 


Docket No. 7447 
July 29, 1953 


"Begone by tavern operator against telephone company’s 
4 refusal to restore service; dismissed. 


Service, § 62 — Commission jurisdiction — Discontinuance and restoration after un- 


lawful use. 


1. The Board of Public Utility Commissioners has jurisdiction over the 
subject matter and the parties in proceedings brought by former telephone 
subscribers to require a telephone company to restore service after discon- 


tinuance for unlawful use, p. 121. 


Service, § 134 — Telephone denial for gambling — Validity of regulation. 
2. A telephone company’s regulation permitting the discontinuance of service, 
upon notification from a law enforcement official, of its use for unlawful 
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purposes is just and reasonable and not in violation of the Fourteenth Amend- 
ment of the Federal Constitution, p. 121. 


Service, § 134 — Denial for gambling — Notice from official. 
3. While the Board of Public Utility Commissioners will not go behind the 
request of a law enforcement official to have a telephone company discontinue 
service, the Board will inquire as to whether the request has actually been 
made, p. 121. 





Evidence, § 19 — Hearsay — Admissibility. 
4. Hearsay evidence in a proceeding before an administrative body is not 
objectionable, p. 123. 


Service, § 134 — Discontinuance for gambling — Basis for company action. 
Statement that it is not unreasonable for a telephone company to discontinue 
telephone service upon being notified by a law enforcement official of its 
unlawful use, where state statutes concerning the aiding, abetting, or assisting 
in a crime would place the company in jeopardy of being indicted and tried 
once it knew of the use of one of its instruments for unlawful purposes, p. 
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APPEARANCES: Arthur C. Gillette 
and Samuel H. Nelson, for complain- 
ants; A. J. Bittig, for respondent; 
Edward S. Binkowski, Deputy Attor- 
ney General, for Board of Public Util- 
ity Commissioners; David M. Lane, 
Director, Division of Engineering, on 
behalf of the Board of Public Utility 
Commissioners. 


By the ComMIssION : 

[1-3] This is a formal complaint 
of Christine Conlon, proprietress of 
Club Derby, to require the respondent, 
New Jersey Bell Telephone Company, 
to restore service to her at 81 
Frelinghuysen avenue, Newark, New 
Jersey. 

This matter came on for hearing on 
June 23, 1953, in Room 611, 1060 
3road street, Newark, New Jersey. 
The record shows the written stipu- 
lation of facts as follows: 

1. That prior to June 29, 1951, 
public telephone coin box service and 
booth was supplied at the location of 
the Club Derby, a tavern, at 81 Fre- 
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linghuysen avenue, Newark, New Jer- 
sey, under telephone number Bigelow 
3-8966, the public telephone agent be- 
ing Christine Conlon. 

2. That on or about June 29, 1951, 
the complainant’s telephone service 
was disconnected by the respondent 
as a result of a letter from Frank A. 
O’Neil, then chief of police of the 
city of Newark, New Jersey, dated 
June 28, 1951, which letter, among 
other things, stated that an arrest was 
made for gambling in the complain- 
ant’s tavern premises on June 5, 1951, 
and that the telephone Bigelow 3-8966 
was used for transmitting bets on 
horse races. 

3. That in view of the aforesaid let- 
ter, the respondent discontinued the 
aforesaid telephone service as herein- 
before indicated. 

4. That as a result of the raid made 
at the aforesaid tavern on June 5, 
1951, the Municipal Board of Alco- 
holic Beverage Control suspended the 
complainant’s license for a period of 
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fifteen days beginning with October 
1, 1951. 

5. That thereafter the complainant 
personally, and through legal repre- 
sentatives, made inquiry as to the 
reason for the disconnection of the 
service; that she was duly informed of 
the reasons therefor, and further that 
she was informed that it was this 
company’s practice in cases of this kind 
to have the person involved treat with 
the raiding authority, in this case the 
chief of police of the city of Newark, 
or his superior, to the end that a let- 
ter might be obtained from such afore- 
said official to the effect that he had 
no objection if the respondent either 
restored the aforesaid service to the 
complainant or furnished other service 
to her at the tavern premises. 

6. That respondent has not been 
furnished with a letter as heretofore 
mentioned from the Newark Police 
Department, and that complainant 
herein thereupon filed a complaint 
with the state of New Jersey, De- 
partment of Public Utilities, Board of 
Public Utility Commissioners in the 
within matter, seeking restoration of 
telephone service. 

7. That the complainant pleaded 
non vult to a charge of a violation 
of the Alcoholic Beverage Control 
regulations, and that no evidence was 
presented for a finding of guilt against 
her. 

In addition, there was an oral 
stipulation that the telephone company 
received the following letter from 
Frank A. O’Neil, chief of police: 

“Pursuant to arrangements between 
yourself and Director Keenan, I am 
listing herewith addresses where ar- 
rests were made for gambling, and 
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where telephones were used for trans- 
mitting bets on horse races: 


Location Telephone 
Tavern—‘“‘Club Derby” 

81 Frelinghuysen 
Avenue 
Arrests made 

June 5, 1951 


” 


BI 3-8906 


There was a further stipulation and 
inclusion in the record of a conviction 
and penalty of Christine Conlon be- 
fore the Municipal Board, Alcoholic 
3everage Control of Newark, New 
Jersey, on September 18, 1951, and a 
transcript of the proceedings before 
that Board. 

At the conclusion of the argument 
the respondent, New Jersey Bell Tele- 
phone Company, filed a motion to dis- 
miss and memorandum to support the 
same. Subsequently, on July 8, 1953, 
the complainant filed a brief in support 
of its complaint and against the mo- 
tion to dismiss with the Board. 

The Board finds as facts the stipula- 
tions as set out above, and now con- 
siders the argument of counsel. The 
3oard has held in similar cases that 
it has jurisdiction over the subject 
matter and over the parties. Scance v. 
New Jersey Bell Teleph. Co. (1952) 
Docket No. 6199, 95 PUR NS 16; 
Toms v. New Jersey Bell Teleph. Co. 
(1953) Docket No. 7283, 99 PUR 
NS 63, and cases cited therein. Sec- 
tion 10 Regulation G “right to ter- 
minate service” has been held many 
times by this Board to be just and 
reasonable and not in violation of the 
Fourteenth Amendment. Scance v. 
New Jersey Bell Teleph. Co. supra. 
However, the Board has consistently 
declined to go behind the request of a 
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law enforcement official to discontinue 
telephone service for the reason that 
the actions of such officials are pre- 
sumed to be valid. DeLuisa v. New 
Jersey Bell Teleph. Co. (1949) 
Docket No. 4207, 78 PUR NS 22; 
Toms v. New Jersey Bell Teleph. Co. 
supra. But the Board will inquire 
whether it is a fact that a law enforce- 
ment official requested the disconnec- 
tion and it requires proof of the as- 
sent of the same official before it will 
order the resumption of the service. 
Toms v. New Jersey Bell Teleph. Co. 
supra. The Board also has stated that 
it is not unreasonable for the respond- 
ent to discontinue telephone service 
where it was informed of the use of 
the telephone for an alleged illegal pur- 
pose by a law enforcement official. 
This is based on certain criminal stat- 
utes of the state of New Jersey which 
are NJS 2A: 85-14, NJS 2A :112-3, 
NJS 2A: 112-4, and NJS 2A :142-3, 
where the respondent may be indicted 
or lose its certificate of incorporation 
where it either aids, abets, and assists 
gambling or where it knowingly en- 
gages in the business of carrying or 
transmitting any message of a kind 


which will further promote the interest 
of any unlawful pursuit. “Certainly 
the respondent would be in jeopardy 
of being indicted and tried for this 
misdemeanor once it knew of the use 
of one of its telephones for the pur- 
pose of taking or placing bets.” 
Scance v. New Jersey Bell Teleph. 
Co. supra, 95 PUR NS at p. 20. 

[4] The complainant in his brief 
claimed that the letter of the chief 
of police of the city of Newark was 
hearsay, and it is now considered that 
this objection is tardy as he did not 
object to its introduction into evi- 
dence and in fact stipulated that it 
would be received in evidence. In any 
event, hearsay evidence before an ad- 
ministrative body is not objectionable. 
R.S. 48 :2-32; Adams Theater Co. v. 
Keenan (1953) 12 NJ 267, 96 A2d 
519; Davis, “Administrative Law” 
(West Publishing Company, St. Paul, 
Minnesota) [1951] Section 143; 
Scance v. New Jersey Bell Teleph. 
Co. supra, and cases cited therein. 

Therefore, the Board after a consid- 
eration of all the record, including 
argument and briefs of counsel, denies 
the complaint. 
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Re New Jersey Bell Telephone Company 


Docket No. 6142 
August 5, 1953 


NVESTIGATION into proposed regulations regarding automatic 
telephone answering devices ; regulations tentatively approved. 


Service, § 441 — Telephones — Foreign attachments. 
1. The fundamental tests in determining the reasonableness of a telephone 
company’s regulation, prohibiting foreign attachments to instruments, are (1) 
whether the attachment would interfere with the company’s rendering safe, 
adequate, and proper service, and (2) whether the attachment would place 
an unreasonable burden on the company’s subscribers in general, p. 126. 


Service, § 441 — Foreign attachments — Telephones. 
2. The Board of Public Utility Commissioners should consider the reason- 
ableness of a provision in a telephone company’s regulation prohibiting for- 
eign attachments to telephone instruments and the establishment of charges 
for the connecting of such attachments, since the Board will consider every 
such case on its individual merits and will not extend the telephone monopoly 
to a degree not intended by the legislature because of the stifling effects 
which such an extension would have on advancements in the complex art 


of telephony, p. 126. 


Service, § 441 — Telephone answering devices 


Foreign attachments. 





3. The Board of Public Utility Commissioners refused to require a telephone 
company to establish rates and provide equipment by which the answering 
device of a private company could be connected to telephone facilities, where 
the private answering devices would interfere with the company’s service 
because of inherent defects and lack of maintenance service and would, con- 
sequently, depress the quality of service and increase the company’s operating 
costs, all of which would constitute an undue burden on the telephone sub- 


scribers in general, p. 127. 


APPEARANCES: Duane FE. Minard. 
Jr., for New Jersey Bell Telephone 
Company; Fred W. Nixon, for New 
Jersey Bell Telephone Company; 
Bleakley, Platt, Gilchrist & Walker, 
by Frank A, Fritz, for New Jersey 
sell Telephone Company; Herman 
W. Brams, for Mohawk Business 
Machines Corporation ; Fly, Shuebruk 
& Blume, by William J. Durka, for 
Mohawk Business Machines Corpora- 
tion; Robert A. Vanderbilt, for 


100 PUR NS 


Daphne Investment Trust; Thomas 
N. Dowd, for Daphne Investment 
Trust; Edward S. Binkowski, Deputy 
Attorney General, for the Board of 
Public Utility Commissioners; Her- 
bert J. Flagg, in behalf of the Board 
of Public Utility Commissioners; 
David M. Lane, in behalf of the Board 
of Public Utility Commissioners. 

By the Commission : This proceed- 
ing was initiated by the issuance of an 
order of the Board dated March 26, 
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1952, suspending certain new and re- 
vised pages of the General Exchange 
Tariff filed by respondent, New Jer- 
sey Bell Telephone Company, which 
provided for the introduction of rates, 
regulations, and charges for equip- 
ment to be furnished by the respond- 
ent to answer automatically a sub- 
scriber’s telephone, deliver a prepared 
message, and record a message from 
the calling party. Said tariff sheets 
are identified as follows : 


Index— 
Fifteenth Revised Page 1 
Original Page 1A 
Section 33— 
First Revised Page 1 
Original Page 5 
Original Page 6 


The Board, in its order, scheduled 
a hearing for April 23, 1952, at the 
Board’s offices at 1060 Broad street, 
Newark, New Jersey, at which time 
the following questions were to be 
taken up: 

“(1) whether the instrumentalities 
proposed to be furnished by the tele- 
phone company as set forth in said 
tariff sheets as above identified are 
proper and adequate; 

“(2) whether the rates, regula- 
tions, and charges set forth in the said 
tariff sheets are just and reasonable; 

“(3) whether the ‘foreign attach- 
ments provision’ identified as § 10, 
Paragraph II E. 1. of the company’s 
General Tariff, in so far as the com- 
pany applies it to telephone answering 
devices not furnished by the company, 
is just and reasonable; 

“(4) whether the telephone com- 
pany should be required to provide 
equipment and establish reasonable 
charges therefor by means of which 
automatic telephone answering de- 
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vices owned, furnished and main- 
tained by the subscriber may be con- 
nected to the company’s facilities.” 

Hearings commenced on June 11, 
1952, and continued with interim ad- 
journments on June 30, July 1, 
August 19, 20, and December 15-17, 
1952. 

On June 10, 1952, Mohawk Busi- 
ness Machines Corporation filed a pe- 
tition for leave to intervene in the 
hearing. This was granted. 

Another petition for leave to inter- 
vene in the proceeding was filed by 
Daphne Investment Trust on June 20, 
1952. This also was granted. On 
the last day of hearing, counsel for 
Mohawk requested permission to 
withdraw from the case for the reason 
that due to circumstances beyond their 
control, it was impossible to produce 
their witnesses for cross-examination. 
This request was granted and the pre- 
siding Commissioner directed that all 
testimony and exhibits theretofore in- 
troduced by Mohawk be stricken from 
the record. 

We have considered the whole of 
the record before us, including the tes- 
timony offered on behalf of the re- 
spondent through its witnesses, Ben 
E. Burns, Earle M. Stevens, John A. 
Parrott, A. Tucker Murdoch, and 
Reginald S. Paulison, as well as the 
testimony of the intervenor, Daphne 
Investment Trust, through its wit- 
ness, Hans Labhart, and the testi- 
mony of one Leo Fogler, who ap- 
peared on his own behalf. 

In spite of the voluminous and de- 
tailed testimony given by expert wit- 
nesses, we cannot escape the conclu- 
sion that the field of automatic tele- 
phone answering devices is compara- 
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tively new and, consequently, as of 
this time, experience with and knowl- 
edge and development of these instru- 
ments are necessarily limited. 

While the respondent and associ- 
ated companies in the Bell Telephone 
System recognize an existing need for 
automatic telephone answering de- 
vices, tariffs covering such service hav- 
ing been filed in almost every state in 
the Union, the record indicates that 
the demand for such devices in this 
state up to the present time is not very 
great. The record further shows that 
the respondent has not and does not 
intend to give publicity, by way of 
advertising, of the availability of this 
service. The respondent estimated 
that the demand for installation of 
automatic telephone answering devices 
furnished by it would be between 75 
to 100 instruments a year. The rec- 
ord shows that respondent has 1,750,- 
000 telephones in service. The esti- 
mated annual demand for this special 
service constitutes about 1/200 of 
one per cent of all telephones present- 
ly in use by respondent’s subscribers. 

Respondent’s telephone answering 
devices, Peatrophone and Model I-A, 
are both directly connected to the tele- 
phone line. The I-A instrument was 
developed by the Bell Laboratories 
and is purchased by respondent 
through the Western Electric Com- 
pany. The Peatrophone instrument 
was not developed and is not owned 
by New Jersey Bell or its parent com- 
panies but is purchased by Western 
Electric under contract from an inde- 
pendent manufacturer. 

The intervenor’s instruments are 
(1) Notaphone, which was designed 
for direct connection to the telephone 
line, having an automatic remote con- 
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trol playback feature not found in any 
of the other instruments presented at 
the hearings; (2) the Telecord, a 
directly connected answering and re- 
cording device; and (3) the Telenova, 
an answering device only, which is 
connected in parallel to the telephone 
line. 

The respondent, under the tariff 
sheets referred to, quotes a charge of 
$12.50 per month and a combined in- 
stallation and removal charge of $15. 
This rate is uniform whether the Pea- 
trophone or the Model I-A is in- 
stalled. The record shows that this 
monthly rate of $12.50 was suggested 
by the American Telephone and Tele- 
graph Company and was adopted and 
approved by the respondent, after an 
independent study was made by it. 
The record further shows that the cost 
of the I-A instrument was $490 and 
the cost of the Peatrophone was $575. 
The record shows that respondent did 
not consider the experience of other 
telephone companies as to the instal- 
lation and the maintenance costs in 
fixing these charges. 

[1,2] The respondent argued vig- 
orously that provisions 3 and 4 in the 
Board's order of suspension would be 
tantamount to the Board’s substitu- 
tion of its judgment for that of man- 
agement and urged that the Board 
should not proceed with the questions 
embraced in said provisions 3 and 4. 
With this proposition we do not agree. 
We have, as respondent pointed out, 
upheld the foreign attachments pro- 
vision regarding certain instruments 
attached to the telephone handset. 
The underlying fact in every such case 
was that the foreign attachments in 
question would interfere with re- 
spondent’s rendering safe, adequate, 
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and proper service. The fundamental 
tests here, as in all cases determining 
the reasonableness of respondent’s for- 
eign attachments provision as to some 
particular instrument, are (1) wheth- 
er such instrument would interfere 
with respondent’s rendering safe, ade- 
quate, and proper service, and (2) 
whether such instrument would place 
an unreasonable burden on the re- 
spondent’s telephone subscribers in 
general. We wish to point out that 
we have not and we do not now give 
unqualified approval of the respond- 
ent’s foreign attachments provision as 
to every instrument or device linked 
in any way with telephone service. 
The aforementioned tests must be ap- 
plied in each individual case and have 
been applied in this case. For us to 
agree with respondent’s argument 
would be to permit the extension of 
the monopoly of the telephone com- 
pany to a degree not intended by the 
legislature and would tend to stifle 
advancement in the highly complex 
and important art of telephony. This 
would be contrary to the public policy 
of the state. 

[3] This hearing was not held to 
determine what company can provide 
the best telephone answering device. 
The record shows abundantly that 
every one of the instruments submit- 
ted to the Board can be improved. 
Our responsibility at this time is to 
determine if these instruments are 
proper and adequate. The record 
shows that intervenor’s devices as 
now constituted are not suitable for 
use with respondent’s facilities. The 
record further shows that intervenor 
neither has nor plans a service organ- 
ization in this state to provide ade- 
quate maintenance service for its 
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equipment. Further, it should be 
noted that intervenor is not a public 
utility under the jurisdiction of this 
Board. The record does not substan- 
tiate intervenor’s claim that use of its 
present answering devices would not 
adversely affect the telephone service 
furnished by respondent. On the con- 
trary, we find that the record discloses 
that intervenor’s answering devices 
would interfere with telephone service 
because of inherent defects and lack of 
maintenance service and would, conse- 
quently, depress the quality of service 
and increase the respondent’s operat- 
ing costs, all of which would consti- 
tute an undue burden on the telephone 
subscribers in general. We do not 
pass upon the question of whether de- 
fects in these devices pointed out in 
the record could be remedied satisfac- 
torily or soon. We have considered 
only that which was disclosed by the 
record as to the conditions existing at 
the time of inquiry. 

The Board, having considered the 
record and exhibits of the proceeding 
and the memorandums filed by the 
parties herein, finds and determines: 

(a) that the instrumentalities pro- 
posed to be furnished by respondent as 
set forth in said tariff sheets, as above 
identified, are, for the present, proper 
and adequate ; 

(b) the rates, regulations, and 
charges as set forth in said tariff 
sheets, are accepted at this time for 
filing ; 

(c) the “foreign attachments pro- 
vision” identified as § 10, Paragraph 
II E. 1. of the respondent’s General 
Tariff, in so far as the respondent ap- 
plies it to telephone answering devices 
not furnished by it, is not unreason- 
able at this time, and 
100 PUR NS 








(d) respondent should not, at this 
time, be required to provide equip- 
ment and establish reasonable charges 
therefor by means of which automatic 
telephone answering devices owned, 
furnished, and maintained by the sub- 
scriber may be connected to the re- 
spondent’s facilities. 

In view of the fact that answering 
devices are a comparatively new de- 
velopment in the telephone industry, 
the above findings are tentative and 
we will review this entire matter aft- 
er a reasonable time has elapsed 
during which additional experience 
has been had and further development 
in the devices may have been made. 

Therefore, the Board orders re- 
spondent to appear at the Board’s of- 
fices at 1060 Broad street, Newark, 
New Jersey, at eleven o'clock in the 
forenoon, on June 8, 1954, and at that 
time submit to the Board all perti- 
nent facts reflecting the experience of 


NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


respondent concerning the service it 
renders with its telephone answering 
devices in question, and particularly 
setting forth evidence: 

(a) whether the charges fixed in 
the tariff in question are compensa- 
tory, and whether said charges are 
just and reasonable; 

(b) the number, type, and address 
of location of. automatic telephone an- 
swering devices installed ; 

(c) the experience had in relation 
to service complaints relating thereto; 
and 

(d) the respondent’s program, 
present and future, as to develop- 
ment and promotion of its answering 
device service, if any. 

The right to intervene in the hear- 
ing as directed above is reserved 
without prejudice to the intervenor 
on matters pertaining specifically to 
Daphne Investment Trust. 
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Kansas Gas Plans Outlay of 
$30 Million for Expansion 


Anes Gas & Etectric Co. reports that it 
expects to spend $30,250,000 on construt- 
tion in 1953 and 1954, including $7,983,085 ex- 
pended prior to July 31, 1953. 

The program includes $18,050,000 for pro- 
duction facilities and completion of a second 
generating unit of 70,000 kilowatt capacity at 
the Murray Hill station near Wichita, and a 
third 70,000 kilowatt unit at Neosho Station 
near Parsons; $2,025,000 for transmission lines 
and substations; $7,260,000 for distribution 
facilities and $2,915,000 for additions to gen- 
eral property and equipment. 


American Natural Gas System 
Plans $200,000,000 Program 


Is connection with recently received regula- 
tory approval of a $200,000,000 expansion 
program by the American Natural Gas Sys- 
tem, it is planned to expend $120,000,000 for a 
pipeline to be constructed by the American 
Louisiana Pipe Line Company. 

American Louisiana will soon file an appli- 
cation with the Federal Power Commission 
for permission to build a 30-inch pipe line from 
Louisiana Gulf Coast gas fields to serve Ameri- 
can Natural markets, principally in Michigan 
and Wisconsin. The pipe line, to be completed 
prior to June 1, 1956, will have an initial capac- 
ity of 300 million cubic feet of gas a day which 
may be expanded to 550 million cubic feet a day 
to meet increased demands. Michigan Wiscon- 
sin will enlarge its facilities and Michigan Con- 
solidated and Milwaukee Gas Light will make 
major expansions of their distribution systems. 

In anticipation of the huge increase in its 
gas supply, Michigan Consolidated is now de- 
veloping what was once Michigan’s largest gas 
field into an underground storage reservoir to 
hold approximately 60 billion cubic feet of gas. 


New Line of Service Bodies 
For Public Utilities 


Trmity Bopy Company, 1530 Wood street, 

’ Oakland 7, California, is now in full pro- 
duction on a new, improved line of service 
bodies for the public utility and other indus- 
tries, according to a recent announcement. 

The new firm turns out standard service 
bodies for installation on 4, } and 1-ton truck 
chassis, and construction units for 14 ton and 
larger chassis. 

Design of the new bodies incorporates many 
suggestions from operators in diverse construc- 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 








tion, service and maintenance fields where spe- 
cial type bodies are used extensively. Accord- 
ing to the company, further improvements were 
embodied as a result of previous manufacturing 
experience gained by Utility Body Company’s 
president, John Podlesak, and Howard Hansen, 
secretary-treasurer, both formerly with Ameri- 
can Coach and Body Company. 

Descriptive literature will be mailed on re- 
quest, at no obligation. 


A.G.A. Issues Study on 
Economics of Gas Househeating 


Asm report on the economics of gas 
househeating and related load characteris- 
tics with selected case studies has been issued 
by the American Gas Association. The study 
was jointly sponsored by the AGA Committee 
on Economics and the Rate Committee. 

One phase of the study entailed obtaining 
information on several important aspects of the 
gas househeating load from approximately 
twenty-five companies operating in different 
parts of the country under varying and climato- 
logical conditions. A second phase involved 
encouraging more gas utilities to undertake load 
characteristics studies with particular emphasis 
on the gas heating load. Finally, efforts were 

made to encourage gas utilities to undertake 
certain special local studies, relating particular- 
ly to the present and potential gas heating load 
and its effect on other residential gas usage. 

While the final report and evaluation is not 
expected until the end of this year, the studies 
completed to date were considered sufficiently 
valuable to justify publication at this time. 

Copies of the report are available from the 
Bureau of Statistics, American Gas Association 
Headquarters at $1.00 per copy. 


Philadelphia Electric Wins 
AGA Award for Safety 


pomm sonra Evectric CoMPANY received 
t the American Gas Association honor award 
for achieving the best safety record for gas 


(Continued on page 26) 


METER SEALER — WIRE SNIPPER "> 
@ Combination sealer and snipper (e ee 














pone ay -o-w leverage. Sturdy 
et light weight. Complete 

= t lettered ‘fies — $6, 

(Slotted or recessed dies — 

75¢ a 

Write for FREE Catalog. 


A. C. GISSON CO., INC. gu7en08"s Ny. 
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It’s 
cheaper to 
build 
smoke stacks 








bas Ss" — = 
. . » When you know the 


meteorological facts! 


Why did a smelter in the southwest first build its 
smoke stack 200 feet high . . . then raise it to 350 
feet ... and then raise it again ‘to 455 feet to eliminate 
SO2 ‘pollution? 

Over the years they have learned more from the 
scientific progress in “‘stack meteorology” as a 
practical way to eliminate pollution at ground levels. 

They learned the hard way. You can do it the 
easy way. 


Basic Patterns of Smoke Behaviour 

Meteorologists studying smoke behaviour under 
almost all kinds of turbulence, temperature and 
humidity conditions have come up with some basic 
answers for forecasting smoke behaviour. 

This knowledge applied to your plant location and 
your air pollution problem will help guide you to 
the solution on a broad level. 

At Bendix-Friez we offer you meteorogical equip- 
ment that has set the standard of the world for 
77 years. We offer too, all the experience of others 
who have made use of Bendix Friez meteorological 
equipment in their own problems of pollution. 


Pilon Se 





AEROVANE Indicates and 
records wind speed and 
direction. Recognized as 
“best all-purpose wind 
measuring instrument 
devised.”’ Readily installed 
and easily maintained. 

Division of 


BEN Dix Bendix Aviation Corp. 
1463 Taylor Ave., Balto. 4, Md. 
EXPORT OFFICES 
Bendix International Division 
205 E. 42nd St., New York 17,N.Y. U.S.A. 


HYGRO-THERMOGRAPH The 
leader in its field. Noted 
for precise accuracy and 
long-time dependability. 
Portable, easy to operate. 
Widely used in io 
tories, factories and offices. 


FRIEZ INSTRUMENT 
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utilities in its size classification for the year 
1952, the Company announced recently. 

Philadelphia Electric supplies electric and 
gas service in Delaware, Chester, Montgomery, 
and Bucks counties and electric service in Phila- 
delphia. Roy M. Godwin is manager of the 
company’s Safety department. 


Gas Companies Sponsoring 
Gas-range Sales Campaign 
—— of the largest gas utility companies in 

the East are conducting a huge advertising 
——- to pep-up gas range sales. 

he ads feature the “matchless” gas range 
as a theme. Companies behind the promotion 
have about 15 per cent of the gas meters in the 
nation serving 9,000,000 people in seven states. 

The campaign is being handled by the Match- 
less Gas Promotion Committee, made up of 
sales and advertising officials of the following 
firms: 

The Charleston, Columbus and_ Pittsburgh 
Group companies of the Columbia Gas System ; 
The East Ohio Gas Company and Peoples 
Natural Gas Company, subsidiaries of Con- 
solidated Natural Gas Company, member com- 
panies of the United Gas Improvement Cor- 
poration, and the Equitable Gas Company. 

Those firms serve gas-users in Pennsylvania, 
Ohio, West Virginia, Virginia, Maryland, Ken- 
tucky and New York. 

W. W. Selzer, business promotion manager 
for Columbia Gas System, is chairman of the 
promotion committee. 

‘Sponsoring companies hope to follow up the 
range promotion with similar efforts to pro- 
mote sales of other gas appliances, the chair- 
man said. 


Pulling Eye for Installing 
Preformed Guy Grips 


nN N addition to its line of earth boring tools of 
a new Pulling Eye, for use in installing 
preformed guy grips, has been announced by 
Petersen Engineering Co., Mfgrs. The Eye 
slips over the anchor rod, with sufficient offset 
to allow wrapping the preformed guy grips 
around the guy wire without interference with 
the chain hoist used in pulling it tight. It is 
double galvanized and weighs 23 pounds. 

Literature and other data on the new product, 
identified as the PENGO E-90 Pulling Eye, are 
available on request from Petersen Engineering 
Company, Santa Clara, California. 


EEI Distributes Brochure 
On 1953 MPA Award 


HE Committee on Prize Awards of the 

Edison Electric Institute has announced the 
distribution to electric light and power com- 
panies of a descriptive brochure on the “More 
Power to America Award” for 1953. 

The award, sponsored annually by the Gen- 
eral Electric Company, will be made through 
the Institute to electric utility companies which 
do the most to advance industrial electrification 
during the current year. 


(Continued on page 28) 
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You can rely on 
LEFFEL Hydraulic Turbines 


MORE 





To be sure of top power and minimum 
trouble specify Leffel hydraulic turbines. 
Leffel turbines have an unparalleled 
record of efficient year-in year-out 
service. And when power means profit 
—an ever-dependable Leffel is what 
you need. 


Leffel offers you a wide range of ca- 
pacities in hydraulic turbines and a 
complete line of turbine accessories. 
Our plant is entirely modern and well- 
equipped. Our staff is made up of ex- 
perienced, highly-competent engineers, 
ready to give you expert help on com- 
plete new turbine installation or mod- 
ernization. And continued interest in 
Leffel turbines after installation is part 
of our service. 


Leffel puts 91 years of complete hy- 
draulic turbine experience at your dis- 
posal. Inquire now, without obligation. 


THE JAMES LEFFEL & CO. 


DEPARTMENT 


SPRINGFIELD, OHIO, U.S.A. 


EFFICIENT HYDRAULIC POWER FOR Sh YEARS 
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It is designed to “increase the productivity 
of American industry by encouraging creative, 
broad-scale industrial electrification activity 
among America’s electric utility operating com- 
panies, and to bring recognition to the com- 
panies and individuals making the greatest ad- 
vancement in this field each year.” Last year’s 
winners were the Dayton Power and Light 
Company, Dayton, Ohio; and the Cleveland 
Electric Illuminating Company. 

The 1953 MPA Award will be made at the 
Institute’s 20th Annual Sales Conference in 
Chicago next April. All operating electric light 
and power companies in the United States and 
its possessions are eligible. Awards will be con- 
ferred in duplicate: One in Division A, for 
comp anies having 250,000 meters or more; and 
one in Division B for those with less than 250, - 


000 meters. 


In each Division, a plaque will be presented 
to the company which has done the most to 
further industrial electrification, and $250 to 
the responsible individual. 


Brooklyn Union Making 
Vigorous Bid for Gas Heating 


"T Brooklyn Union Gas Company reports 
that it had not even completed the world’s 
largest conversion to natural gas last summer 
before it embarked on a vigorous promotion of 
gas house heating. The company substantially 
increased its sales force and concentrated vir- 
tually all its advertising and promotion activi- 
ties toward procuring the heating load. 

One of the most potent tools in the promotion 


(Continued on page 30) 























This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


$25,000,000 


United Gas Corporation 
324% Sinking Fund Debentures due 1973 


Dated October 1, 1953 


Price 100.70% 


The Prospect 


of the undersigned and othe» 


us may be obtained in any State in 
dealers as may lawfull 


Due October | 1973 


and accrued interest 


hich thts announcement ts circulated from only such 


ly offer these securities in such State. 


HALSEY, STUART & CO. Inc. 


BEAR, STEARNS & CO. 
L. F. ROTHSCHILD & CO. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


SALOMON BROS. & HUTZLER 


SCHOELLKOPF, HUTTON & POMEROY, INC. 


AMERICAN SECURITIES CORPORATION 
DICK & MERLE-SMITH 
AUCHINCLOSS, PARKER & REDPATH 
WM. E. POLLOCK & CO., INC 
THE MILWAUKEE COMPANY 


HALLGARTEN & CO. 
FRANCIS !.duPONT & CO. 
GREGORY & SON 


INCORPORATED 


A. G. BECKER & CO. 


INCORPORATED 
STROUD & COMPANY 
INCORPORATED 

HIRSCH & CO. 
THE ILLINOIS COMPANY 


STERN BROTHERS & CO- 


SWISS AMERICAN CORPORATION VAN ALSTYNE,NOEL & CO. J.C. BRADFORD & CO. 


KEAN, TAYLOR & CO. 


BURNHAM AND COMPANY 


FREEMAN & COMPANY 


MULLANEY, WELLS & COMPANY 


October 28, 1953. 

















NOV. 19, 1953 


Mention the FortnicHtLy—It identifies your inquiry 























November 19, 1953 Public Utilities Fortnightly 29 
























% 


Serving the public 


and industry 
24 hours a day! - 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 
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kit is a “Proof of Performance” offer. Under 
this plan, all purchasers of gas conversion 
burners are given the opportunity to heat their 
homes for a complete heating season and then 
have the burner removed, if the company's 
estimate of operating costs should be exceeded 
on a degree day basis. 

Special emphasis has been given to a ten- 
month budget plan, with even more success than 
in the past. 

With conversion completed, Brooklyn Union 
can now take on a substantial amount of added 
load with no significant capital additions and a 
large part of the revenues derived from new 
business should flow through to net income. 


New Type Telephone Presented 
To Communications Committee 


66° ‘everHone communication in high noise 
areas is now possible without acoustical 
protection of any kind,” stated A. R. Royle, 
general manager, Gai-Tronics Corporation, 
Reading, Pa., when he presented the “GAI- 
PHONE?” to an open session of the Communi- 
cations Committee of the Pennsylvania Electric 
Association during their recent annual fall 
meeting in Lancaster, Pa. 
Mr. Royle said the GAI-PHONE, pro- 
nounced “guy” phone, is an electronic telephone 
instrument which looks, operates and is installed 
exactly like a conventional telephone. The user 
can conduct a clear, virtually noise-free con- 


versation without leaving his desk or post. He 
pointed out that not only could the GAI- 
PHONE be mixed with conventional tele- 
phones in the same system but that it has been 
successfully used over long lines without re- 
peater stations. 

Present manufacturing plans call for initial 
delivery of the GAI-PHONE late this year. 


Consumers Power to Build 
135,000 KW Unit at Cobb Plant 


AN E. Karn, president of Consumers 

Power Company, announced that the com- 
pany will construct a 135,000 kilowatt steam 
electric generating addition to the 180,000 kilo- 
watt B. C. Cobb Plant at Muskegon, Michigan, 
as a part of the company’s state-wide intercon- 
nected system. The new unit, scheduled for 
operation in 1956, will result in a 50 per cent 
increase in system generating capacity since 
1950, and is designed to augment Michigan’s 
power supply to meet the rapid population 
growth and increased industrial demands in the 
company’s 28,000 square mile area. 

The company also has a 135,000 kilowatt unit 
under way at the John C. Weadock Plant on 
Saginaw Bay and a 106,000 kilowatt addition 
being installed at the Justin R. Whiting Plant 
on Lake Erie, near Monroe, Michigan. 

The new Cobb unit will operate at a 2,000 
pound steam pressure and temperature of 
1,050° with re-heat to 1,000°. 








But if you have a financial print- 
ing —_—, it will pay you to 
head straight for Sorg — where 
you can be sure that your job 
will reflect famous Sorg quality, 
no matter how worrisome your [WSU 
deadline. 


For the past 33 years, Sorg has 
specialized in annual reports 
and all types of corporate and 
legal printing—from design 
through composition, printing, 
binding and mailing. Our 24- 
hour a day availability accounts 
for our speed; our one standard 
of excellence explains our repu- 
tation with a long list of prestige 
clients. 
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More and more | 
Utilities and Industries 
find the need for 










the help you wast hen you need it 
were =e e OF Defore 


FINANCING 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS We invite your inquiry. 
oneeianne Write for our booklet describing 
VALUATIONS in detail the many services 
NSULTING & DESIGN ENGINEERING available to you. 
PURCHASING 
INDUSTRIAL & PUBLIC RELATIONS Address: Department E 
ADVERTISING 20 Pine Street, New York 5, N. Y. 


GAS CONVERSIONS 


—_— 








(5 SHIMON Lh UY ( Ie UM) VE 


wed. hii ° 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Shed, New Yok 5 MY. 
Gacksan Miigan — Whashinglon, DC. 
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Recognized Everywhere... 





L-N CUSTOM -ENGINEERED 
ELECTRICAL EQUIPMENT 








Alternator OC Generators 
Systems 
Cranking 
Regulators Motors 
qa 
_— 
Small Motors Switches 












YOU CAN 
RELY on 












WHEREVER YOU LIVE, you rec- 
ognize this view of New York, a 
great city, famed for its skyscrapers. 
And New York City recognizes the 
Leece-Neville Alternator...it is 
doing a great job there every day on 
cars and trucks of several utilities. 


This is just one of the many places 
where you will find L-N Alternators. 
They’re in Allentown, Amarillo, 
Portland, Montreal and hundreds of 
other city and rural utilities, large 
and small, here and abroad. 


More than seven years of reliable 
performance on thousands of cars 
and trucks has earned this wide ac- 
ceptance of the L-N Alternator as 
a replacement for the conventional 
d.c. generator. 


Because the L-N Alternator delivers 
25 to 40 amperes at curb idle, bat- 
teries stay charged, vehicles keep 
rolling, crews stay on the job. L-N 
Alternators have ample capacity to 


L-N Alternators 
proved by performance for over 7 year 


EWING GALL 





handle a big load of accessories.: 
up to 95 amperes on 6 volt system 
to 180 amperes for 12 volt. Witht 

L-N Alternator System, two-w 

radio is surer and clearer. An 
maintenance and operating cos 
are much lower. 





By attaching an L-N Transformert 
the Alternator, 110 volt power 

available. Your crews can plug i 
soldering irons, flood lights, electr 
drills and other portable power too! 
Send for special Transformer fold 


You can rely on L-N Alternators t 
go on delivering top performan 
year after year with only routi 
maintenance. Transferred from ¢ 
to car, many L-N Alternators ha 
run 500,000 miles and more. 


Be sure to specify L-N Alternato 
on your vehicles. For all the fact 
write The Leece-Neville Co., Clevé 
land 14, Ohio. Custom-Engineera 
Electrical Equipment Since 1909. 
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IBM Accounting permits the design 
of a bill to meet the requirements 
of any utility company. Data may 
be as complete as desired and 
appear in different positions on 

the bill. Bills may have one or more 
stubs for collection control purposes 
and may include duplicate records— 
ies. | Without loss of preparation time. 

tem Billing efficiency is just one 
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xx ANNOUNCING NEW = 


DODGE*TRUCKS: 


Brilliant new design opens new era in trucking! 


See their new low work-saving design! Test their new handling ease 
Compare their new comfort! 
















2 GREAT ENGINE LINE-UPS! In addition to cost-cutting 
6’s, Dodge now offers the most powerful V-8 engines of all 
leading trucks! Available in 1%-, 2-, and 214-ton models ' 
. . . Standard in 2%%-, 3-, 31%4-ton! Get free book on ' 
engine efficiency at your Dodge dealer’s! ' 
OVER 75 NEW FEATURES! Low, work-saving lines! New ( 
increases in G.C.W.! New sealing against dust, drafts! i 

t 


PLUS famous Dodge features like . . . completely rust- 
proofed sheet metal . . . moistureproof ignition! Truck-o- | 
matic transmission with g¥rol Fluid Drive, available! t 


New! Even greater valves...yet still priced with the lowest! c 


OEM, tT 





5. a Re 


















big one-piece curved windshield! 
More total vision area than that of 
ony other popular make! 


SEE YOUR 


wider doors! New easy-chair seats! 
New convenient location of instru- 
ments and glove box! 


FRIENDLY DODGE DEALER! 


Low center of gravity for more 
stability! Lower panel truck fits 
"most any garage! 











P 
P 
b 
New! Sharper Turning! New New! Smarter Styling! New colors! New! Lower Lines! Pick-up and je 
steering system for the sharpest New flow-line design, featuring panel floors knee-high for loading as 
turning of all leading trucks! New integral fenders, sparkling chrome! ease! Low running board for easier r 
shorter conventional tractors! New, | New two-tone interior styling! New — entry! Low hood increases visibility! Qs 
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Advantages of the 


Western Precipitation 





(MP | Unit 


for recovering solids from stack 
gases in public utility operations 











The control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficiency in the solution of fly ash problems are now possible. 


Almost a half century ago Western Precipitation 
pioneered the first commercial application of the 
now-famous Cottrell Electrical Precipitator to re- 
cover suspensions electrically, and this equipment 
is still unsurpassed in its field. 

Subsequently, to provide efficient fly ash recovery 
for low cost installations, Western Precipitation also 
pioneered the first small tube mechanical recovery 
unit — the Multiclone Collector — and this unit 
promptly gained widespread recognition for the 
new efficiencies it brought to mechanical recovery 
processes. 

Combination Multiclone-Precipitator Unit. From 
these years of experience gained in both Cottrell 
and Multiclone installations, Western Precipitation 
recently offered another new development — the 
CMP Unit — a unit that combines in one compact 
installation many of the best features of both elec- 
trical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 
through a Multiclone section where the heavier 
materials are removed mechanically. 

The partially-cleaned gases then pass through a 
Cottrell section where the very small particles are 
removed electrically. 

This arrangement offers several advantages im- 
portant to public utilities. Removing the heavier 
particles by the Multiclone process permits the 
bulk of the recovery operation to be performed 


This unique background of ex- 
perience in the solution of fly 
ash recovery problems is avail- 
able from our office nearest you. 
May we give you more completc 
details? 


ENGINEERS, 
COLLECTION OF 





DESIGNERS o 

SUSPENDED 
Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bidg., New York 17 + 1 N. La Salle St. Bidg., Chica 
Hobart Bidg., San Francisco 4 + Precipitation Co. of Canada, Ltd., Dominion Sq. Bidg., Montreal 


with relatively low-cost equipment. Using a Cottrell 
for the final clean-up insures unusually high re- 
covery efficiency — approaching theoretically per- 
fect, if desired. Thus, the CMP combines high 
recovery efficiency with low total cost . . . and, as 
shown in the chart above, has the further advan- 
tage that the efficiency curve of the Multiclone 
portion complements that of the Cottrell portion 
— therefore the overall CMP efficiency remains 
practically uniform at all boiler loads. 


At low boiler loads the recovery efficiency of 
the Cottrell is highest, while that of the Multi- 
clone reaches its maximum at high boiler loads. 
But, by combining the two types of equipment 
into a single CMP unit, the efficiency curve 
remains almost flat whether the boiler load is 
low or high. 


With CMP equipment, even small utility com- 
panies can now afford adequate fly ash recovery. 
However, it is important to remember that full 
benefit of the CMP principle can be obtained only 
by a proper balance between the mechanical and 
electrical sections to fit the individual requirements 
of each individual installation. And no organization 
is better equipped to provide this critical “know- 
how” than the organization that provides integrated 
responsibility for Cottrell, Multiclone and CMP 
methods .. . the Western Precipitation Corporation. 


Western Precipitation Corporation 


MANUFACTURERS OF EQUIPMENT FOR 


MATERIALS FROM GASES @ Liquios 


2 + 1429 Peachtree St, N.E., Atlanta 
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Twofold Benefits From The 


Analysts Journal 


7, ts timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


2 Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 

To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
a 
To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





The Analysts Journal 

20 Broad Street, Room #908 

New York 5, N. Y. 

Gentlemen: 

(] Please enter my subscription for one year at the subscription rate of $4.00. 
( Please send me your advertising brochure. 


BD indo: <t.bR0ds cBdbickdenstheeios 7EbeRaeeescad eewenesebhess.cbneen-naseneences ewens 


Address .... , OTT Oe nT ee ee eT er Pe CTT eee eer eS Spates I 
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Newport News 
Mechanical Rake 


Keeping racks clean is essential wherever a few inches of 
head loss can reduce output of the wheels. 


One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 
the value of additional power output, a Newport News 
rack rake installed at this plant is paying for itself 
over and over again the year ’round. 


Power-operated to clean trash racks at water intakes of 
hydroelectric plants, steam plants, pumping stations, canals 


and similar installations, the Newport News Mechanical Write for your copy of 
ss “Rack RAKE,” anil- 
Rack Rake reduces a major hand-labor task to one of | lustrated booklet de- 








\ scribing the opera- 
tion and advantages 
of the Newport 
News Mechanical 
Rack Rake. Use 


: 3 \ the convenient 
aCe i coupon now. 
R \ 


eT 


minor periodic activity. 


Under ordinary conditions, one man per shift can, 
with a Newport News Mechanical Rack Rake, 
keep the racks clean for a dozen bays. 


° Newport News Shipbuilding and Dry Dock Company 
Dept. PUF-11, Newport News, Virginia 


. 
NEWPORT NEWS “Coos 
Name Title 

















Shipbuilding and Quses 
Dry Dock Company Nicene — 
Newport News, Virginia City State 
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{ Hereis... 





authoritative help 
—— for your problems in 
SS power plant work 








7] CENTRAL STATIONS 


A complete manual of central station 
theory and practice 


HIS BOOK GIVES THE ELECTRICAL MAN the 

self-study material needed to advance himself in central sta- 
tion work. In a plain, detailed way, the author covers the how 
and why of the generation, transmission, and distribution of elec- 
trical energy, including scientific fundamentals, design factors, 
central station set-up, etc. A practical guide, with numerous 
illustrations from practice, for all who require a workable under- 
standing of this subject. 

This edition retains the practical treatment of the earlier 
editions, but includes considerable new material relating to devel- 
opments in the field, turbines, the network system, lightning 
protective apparatus, description and illustrations of a number 
of types of voltage regulators, etc. ' 

By TERRELL CROFT, Consulting Electrical Engineer 


Revised by GEORGE H. HALL 
Third edition, 360 pages, 51/,x8, 285 illustrations, $5.50 


9 | STEAM POWER PLANT 





























Many descriptions, explanations 

and illustrations under these 
18 chapter headings 

1. Distribution-system Nomencia- 
ture 

2. Distribution Loss and Distribu- 
tion-loss Factors 

3. Maximum Demand and Demand 
Factors 

4. Diversity and Diversity Factors 

5. Load Factor, Plant = and 
Connected-load Fact 

6. Load Graphs and <Thele Sig- 
nificance 

7. General Principles of Circuit 
Design 

8. Calculation ood Design of Di- 
rect-current cults 

9. Calculation ead Desi in of Alter- 
nating-current Circuits 

10. Transmission and Distribution 
of Electrical Energy 

11. Lightnin Protection Apparatus 

12. Automatic Voltage Regulators 

13. Switchboards and Switchgear 

14. Characteristics of Electric Gen- 
erating Stations 

15. a oe of Steam, Internal- 
combusticn-engine, and Hy- 
draulic Prime Movers 

16. Steam-electric Generating Sta- 
tions 

17. Internal-combustion-engine Sta- 


tions 
18. Hydroelectric Stations 


oo 








AUXILIARIES AND ACCESSORIES 


How to select, install, operate, and maintain steam 


power plant auxiliaries and accessories 
HIS FACT-PACKED MANUAL DEMONSTRATES 


the wisest selection of steam power plant equipment, and the 
methods of installing, maintaining, and operating it that will 
insure generation of power at the least cost. The book describes 
the facts you need to know about each piece of equipment in 
clear-cut detail. 534 excellent drawings, diagrams, charts, tables, 
and photographs illustrate the equipment in use in this field. 
The data presented on pumps, boiler-feeding apparatus, prob- 
lems of feed-water heating, condensers, steam piping, etc., enable 
you to cut losses and upkeep expenses to a minimum. Included 
also is valuable information to help you solve the problems of 
preventing losses in steam piping systems. 
TERRELL CROFT, Editor, Consulting Engineer 
Revised by D. J. DUFFIN, formerly at Consolidated Edison Co. of 


N. Y. and National Research Council, Washington, D. C. 
Second Edition, 583 pages, 51,x8, 534 illustrations, 7 tables, $6.50 








Contents 


Pump Theory and Calculations 

Reciprocating Pumps 

Centrifugal and Other Impoller- 
type Pumps 

Injectors 

Methods of Boiler Feeding 

Feed-water Heaters, Deaerators, 
Evaporators 

Economizers and Air Preheaters 

Steam Condensers 

Spray Ponds and Cooling Towaers 

Steam Piping of Power Plants 

Steam Separators 

Steam Traps 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tae American Aprpraisat Company 
ORIGINAL COST STUDIES @© VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 

















$4 Ford, Hacon & Davis 
BSD) vausrions Engineers °giiteei" 


NEW YORK @ CHICAGO e@ LOS ANGELES 








(Professional Directory Continued on Next Page) 
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FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 














88 CHESTNUT STREET, RIDGEWOOD, N. J. 








GIBBS & HILL wno. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 











ENGINEERS * CONSULTANTS * CONSTRUCTORS 
READING, PA. 


GA GILBERT ASSOCIATES, INC. 


© WASHINGTON @ ROME 
FOUNDED 1906 © PHILADELPHIA @ MANILA 
© NEW YORK © MEDELLIN 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 Seuth LaSalle Street e CHICAGO s Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 


























GUSTAV HIRSCH ORGANIZATION, INC: 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortNicHTLy—I¢t identifies your inquiry 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE - COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
ee STUDIES— 


for Rate Cases, Security Issues, Re and Accounting Requirements 
ORIGINAL COST AND CON INUI G PROPERTY RECORD 
DETERMINATION 











ne Ku lj ian Coyounlion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ee REPORTS 


1200 N. BROAD ST., PHILADELPHIA 2}, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


= Utility Management Consultants Specializing in REGULATORY 
aaa COST ANALYSIS meses 
for past 35 years 


Send for brochure: ‘‘The Value of Cost Analysis te Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














TAXES 


sarery MIDDLE WEST PIMANCE 
melon SERVICE ome 


PERSONNEL co ACCOUNTING 
ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
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Pioneer —_ < Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





@! SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








Ae RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
n H Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 











ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








W hitman, Requardt | and Associates 
ublishers of the 3 AN INC 





DESIGN — CONSTRUCTION HANDY-WHITM N INDEX 
REPORTS — VALUATIONS Ounteattien tub Tends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 





Mention the FortnicHtLy—I¢ identifies your wmquiry 
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ALBRIGHT & FRIEL INC. 


Consulting Engineers 
Water, poke and Industrial Wastes Problems 
A Refuse Incinerators, Dams 


Power a Flood Control 
ind Bulidings 
City Planning, Appraisals and Rates 


121 SOUTH BROAD ST. PHILADELPHIA 7 


LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPBAISALS—BATES 
79 East Adams Street Chicago 8, Illinois 








EARL L. CARTER 
Consulting Engineer 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., Cricaco 





ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 








LUTZ & MAY 


Consulting Engineers 
STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APP. 


1009 Baltimore Kansas City 6, Mo. 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 
Original Cost and Sepncetee Studies 
Rate Analysee—Iinsurance Surveys 





A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DiSTRIBUTION—POWER 
STATION—I NDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


Cricaco Los ANGBLES 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MIcHIGAN AveNuB, CHICAGO 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 





Mention the FortNicHtLy—I? identifies your inquiry 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 











“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 

| Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 

the steel construction, being dry, reduces building time 20 to 30%. 

These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let's look at the details—” 


Write for the simple facts— 
H. H. ROBERTSON COMPANY 


2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 


Factories in Ambridge, Pa., Hamilten, Ont., Ellesmereport, England 


Offices in 50 Principal Chies 8 ae World-Wide Building Service 





HERE'S WHAT THE ARCHITECT SHOWED 
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Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 see 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 





Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes 
No muss with trenches. Tenants can have 
as many outlets, changed as often and 
located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 
ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 
of power in the floors, the building itself 
will never be electrically outmoded. 
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VOLTAGE IMPROVEMENT obtained with switched capacitors is discussed by F. M. Reed, 
(right), System Planning Engineer for Pennsylvania Electric, and A. M. Dawson, G-E Sales 
Representative. Blackboard diagram summarizes effeet of capacitors on system regulation, 


G-E switched capacitors help regulate 


voltage on Penelec’s whole system 


120,000 kvar of capacitors give system-wide voltage-boost, 
release kilowatt capacity—reduce system investment. 


To complement its generator bus regula- 
tion, the Pennsylvania Electric Company 
of Johnstown, Pa., has installed 120,000 
kvar of switched capacitors. Within the 
next year, this will be increased to 150.000 
kvar or 1 kvar for every 3.61 kw of its 
estimated 1953 peak load of 516.000 kw. 

The automatically controlled capacitors 
assure adequate local generation of kilovars 
and provide a needed voltage boost on distri- 
bution circuits. But they do more than this. 

By relieving transformer, transmission, 
and generating facilities of reactive load, 
the capacitors reduce voltage drop and im- 


prove voltage regulation throughout the 
entire system—as much as 20% at full 
load at the distribution level. 

This permits the Penelec system to carry 
more kilowatts within the limits of good 
regulation, And since the cost of capacitors 
needed to release capacity is less than the 
cost of new capacity. the system investment 
per kilowatt is reduced. 

G-E capacitors may prove economical on 
your system, too. For more information, 
get in touch with your local G-E Apparatus 
Sales Office. General Electric Company, 
Schenectady 5, New York, 441-1E 
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